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THE  EFFECTIVENESS  OF  U.S.  EXPORT 
ASSISTANCE  CENTERS 


THURSDAY,  JULY  25,  1996 

House  of  Representatives, 
Subcommittee  on  Procurement,  Exports, 

AND  Business  Opportunities, 
Committee  on  Small  Business, 

Washington,  DC. 

The  Subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
2359,  Rayburn  House  Office  Building,  Hon.  Donald  A.  Manzullo, 
(Chairman  of  the  Subcommittee)  presiding. 

Chairman  MANZULLO.  Today,  the  Subcommittee  will  examine  the 
effectiveness  of  the  relatively  new  U.S.  Export  Assistance  Centers 
or  USEAC's.  Congress  pushed  this  idea  as  part  of  the  1992  Export 
Enhancement  Act. 

Now  is  an  appropriate  time  to  have  a  progress  check. 

Both  the  General  Accounting  Office  and  the  Inspector  General  of 
the  Commerce  Department  have  completed  comprehensive  reviews 
of  the  USEAC  system.-  As  expected  with  any  new  venture,  there 
were  ups  and  downs.  We're  not  here  to  play  Monday-morning  quar- 
terback. Our  aim  is  to  work  constructively  with  Commerce,  Ex-Im 
bank,  and  SBA  to  see  how  we  can  better  serve  small  business  ex- 
porters. 

I  believe  the  audits  conducted  by  the  GAO  and  the  IG  have 
played  a  very  constructive  role  in  moving  the  USEAC's  closer  to 
the  vision  of  the  authors  of  the  Export  Enhancement  Act.  In  fact, 
Ms.  Fitz-Pegado,  I  would  commend  you  that  you  took  the  GAO  re- 
port, based  your  written  remarks,  and  used  that  as  a  goal  and  a 
vision  as  to  where  you  want  to  take  USEAC.  Thus,  the  GAO  report 
served  a  tremendous  purpose  even  before  this  hearing  started  this 
morning.  So,  I  commend  you  for  that. 

Most  of  the  problems  pointed  out  by  the  audits  focus  on  lines  of 
authority,  responsibility,  and  budget  constraints.  My  long-term 
dream  is  to  have  one  day  a  Department  of  Trade,  which  will  have 
a  clearer  mission  mandate  and  a  true  unified  export  promotion 
budget. 

That  is  not  why  we're  here  today.  Our  first  set  of  witnesses  will 
be  the  auditors  from  the  GAO  and  the  IG  of  Commerce.  Then  we'll 
proceed  to  Agency  witnesses,  who  will  have  the  opportunity  to  com- 
ment on  the  reports.  Our  ranking  minority  Member,  Mrs.  Clayton, 
is  not  here  yet  for  an  opening  statement. 

Mr.  Sisisky,  did  you  have  an  opening  statement? 

Mr.  Sisisky.  No,  I  didn't. 

(1) 


Chairman  Manzullo.  The  first  witness  is  Ms.  Hecker,  the  Asso- 
ciate Director  of  the  International  Trade,  Finance  and  Competitive- 
ness Division  of  the  GAO. 

TESTIMONY  OF  JAYETTA  HECKER,  ASSOCIATE  DIRECTOR, 
INTERNATIONAL  RELATIONS  AND  TRADE  ISSUES,  GENERAL 
ACCOUNTING  OFFICE,  WASHINGTON,  DC 

Ms.  Hecker.  Good  morning,  Mr.  Chairman. 

Chairman  Manzullo.  Welcome.  If  you  could  try  to  limit  your  re- 
marks to  5  or  6  minutes  or  less  I  would  appreciate  it.  When  you 
see  this  yellow  light  flash,  please  wrap  it  up  because  what  I  want 
to  do  is  get  through  your  testimony,  then  leave  plenty  of  time  for 
questions  and  answers,  including  dialogue  that  the  members  of  the 
panel  may  have  among  themselves.  Go  ahead,  please. 

Ms.  Hecker.  Fine,  Mr.  Chairman.  Thank  you.  I'm  pleased  to  be 
here.  Before  I  begin,  I  want  to  thank  the  staff  that's  been  working 
on  this  for  a  considerable  amount  of  time;  not  only  Mr.  John  Hut- 
ton,  but  Mr.  Joe  Natalicchio,  who  has  really  dedicated  himself  and 
given  real  leadership  not  only  to  this  work  but  also  our  work  for 
you  on  the  Department  of  Commerce. 

I'll  start  by  putting  some  background  on  the  table.  As  you  know 
in  the  early  1990's,  there  were  persistent  concerns  about  the  frag- 
mentation of  the  Federal  export  promotion  effort  and  the  absence 
of  a  real  strategy  or  priorities.  That  led  to  the  congressional  legisla- 
tion in  1992,  where  there  was  the  first  recommendation  to  explore 
one-stop  shops. 

Anticipating  continuing  congressional  interest,  we  set  out  to 
monitor  implementation  of  these  one-stop  shops.  Initially  there  was 
very  limited  information  being  generated  on  what  they  were  doing, 
how  they  were  doing  it,  or  what  kind  of  performance  and  results 
there  were.  So,  the  methodology  we  developed  was  to  systemati- 
cally review  the  pilot  sites,  which  at  that  time  had  been  in  oper- 
ation about  a  year  and  a  half,  and  do  a  systematic  review  talking 
to  all  the  staff  in  those  sites,  talking  to  a  number  of  the  partner 
Agencies,  and  interviewing  the  best  clients  or  customers,  as  identi- 
fied by  the  Agencies,  who  were  getting  the  services  of  more  than 
one  Agency. 

Our  basic  bottom  line  is  that  while  we  observed  some  progress 
in  the  efforts  of  individuals  to  integrate  the  delivery  of  services  and 
even  heard  about  some  progress  being  made  in  improved  customer 
service,  we  observed  numerous  operational  problems  that  seemed 
to  be  impeding  the  realization  of  the  concept  and  a  fuller  integra- 
tion of  the  staffs. 

Let  me  note,  and  I  think  it's  an  important  point  to  emphasize, 
that  initially  there  was  a  real  emphasis  on  a  pilot  strategy  as  rec- 
ommended by  both  GAO  and  the  TPCC.  There  were  supposed  to  be 
four  quarterly  evaluations  to  look  at  how  the  pilots  were  doing, 
what  worked,  what  didn't,  and  how  different  kinds  of  approaches 
worked.  It's  our  sense  that  the  pilot  approach  was  basically  aban- 
doned. There  really  wasn't  a  focus  on  learning  from  them.  The  deci- 
sion was  made  about  6  months  into  the  operation  of  those  pilots 
to  expand  the  network,  and  then  all  of  the  energy  really  seemed 
to  go  into  expanding  the  network. 


The  focus  that  we  retained,  though,  was  looking  at  the  four  pi- 
lots. The  new  ones  were  being  rolled  out,  but  we  kept  the  focus  on 
how  the  initial  four  pilots  were  working,  what  some  of  the  lessons 
learned  might  be;  because  there  hadn't  been  a  rigorous  complete 
evaluation  of  the  process  and  the  progress  and  challenges  pre- 
sented by  the  four  pilots. 

Now,  there  were  positive  things  that  we  found.  Eighty  percent  of 
the  staff  believed  that  establishment  of  the  USEAC's  really  did  in- 
crease customer  access  to  a  full  range  of  services.  But  the  survey 
also  indicated  opportunities  for  improvement. 

When  we  interviewed  these  best  customers  who  the  Agency  iden- 
tified as  receiving  services  from  more  than  one  Agency,  30  percent 
of  them  had  no  recollection  of  being  served  by  two  Agencies.  When 
we  followed  up  on  that,  they  said  service  by  the  second  agency  was 
so  incidental  and  insignificant  that  they  didn't  believe  they  really 
dealt  with  more  than  one  Agency. 

In  addition,  we  found  that  40  percent  of  the  companies  who  had 
been  identified  as  these  best  customers  said  they  found  the  second 
Agency  on  their  own.  They  weren't  getting  referrals  from  the  other 
USEAC  partner,  but  rather  they  had  found  the  second  Agency  on 
their  own.  This  was  confirmed  in  our  interviews  with  some  staff 
who  said  they  didn't  know  enough  about  the  other  Agency.  They 
didn't  have  enough  confidence  in  their  service  to  make  those  kind 
of  referrals. 

Basically,  the  main  operational  problems  we  identified  with  the 
pilots  was  that  there  weren't  appropriate  incentives  in  place  to  sup- 
port staff  from  the  three  separate  Agencies  to  work  together.  There 
was  really  no  common  client  tracking  system,  which  really  rein- 
forced a  tendency  for  the  Agency  officials  to  operate  more  independ- 
ently. Most  importantly,  there  was  no  information  on  the  cost  of 
the  centers  and  limited  control  by  the  directors,  the  budget,  or  pro- 
curement. 

In  fact,  the  financial  accounting  system  at  Commerce  is  so  weak 
and  archaic  that  it  took  2  years  before  SBA  and  Ex-Im  bank  agreed 
to  reimburse  Commerce  for  common  expenses  because  the  account- 
ing was  so  incomplete.  Another  significant  result  is  that  the  cost 
of  creating  and  maintaining  the  USEAC's  still  today  remains  un- 
known because  of  the  weakness  of  the  accounting  system. 

To  wrap  up,  overall  we  agree  with  the  need  for  integration  and 
rationalization  of  Federal  export  promotion.  The  importance  of  that 
remains  an  objective.  The  centers  are  a  useful  concept  and  some 
progress  has  been  made,  but  these  operational  problems  have  im- 
peded realization  of  the  concept.  We  have  no  assurance  that  we 
really  are  getting  the  most  cost  effective  service  for  the  limited 
Federal  export  dollar  in  the  delivery  of  export  services  to  clients. 

That  concludes  my  statement,  Mr.  Chairman,  pleased  to  be  any 
help  I  can  with  any  questions. 

[Mr.  Hecker's  statement  may  be  found  in  the  appendix.] 

Chairman.  Manzullo.  Thank  you.  Our  next  witness  is  Mr. 
Frazier. 

Mr.  Frazier.  Thank  you,  Mr.  Chairman,  and  members  of  the 
Subcommittee 

Chairman  Manzullo.  Excuse  me  just  a  second.  Mrs.  Clajrton 
just  came  in.  Mrs.  Clayton,  did  you  have  an  opening  statement? 


Mrs.  Clayton.  I  do. 

Chairman  Manzullo.  Could  you  withhold  for  a  couple  minutes? 
Thank  you.  Thank  you. 

Mrs.  Clayton.  Mr.  Chairman,  this  morning  the  Subcommittee 
stands  convened  to  discuss  the  effectiveness  of  the  U.S.  Export  As- 
sistance Centers,  USEAC's.  At  issue  is  a  General  Accounting  Office 
study;  which  found  that,  although  the  four  original  "pilot  USEAC's" 
have  been  very  effective  in  meeting  the  needs  of  its  targeted  cus- 
toms— namely  small  and  medium  sized  exporters —  their  effective- 
ness is  somewhat  hampered  by  the  general  inability  of  employees 
of  the  separate  Agencies  to  act  as  a  single  unit.  Consequently,  GAO 
observed,  among  other  things,  that  customers  were  not  being  re- 
ferred to  the  other  participating  Agencies  in  a  timely  way  and  ac- 
cordingly, employees  sometimes  duplicated  each  others'  efforts.  To 
remedy  this  effort,  GAO  has  recommended  three  changes  to  the 
operational  structure  of  UISEAC's. 

Although  these  recommendations  are  significant,  they  do  not  sig- 
nify a  rejection  of  the  concept  of  this  program  or  its  overall  effec- 
tiveness. Indeed  as  was  stated  earlier  in  the  report  and  testimony, 
they  were  somewhat  complimentary  of  the  performance  of 
USEAC's,  although,  they  went  to  great  details  to  identify  small  er- 
rors. 

Furthermore,  many  of  the  Agencies  in  question  have  already 
acted  upon  some  of  the  recommendations  of  GAO  or  they  are  in  the 
process  of  acting  upon  the  GAO  recommendations.  For  example,  in 
response  to  GAO  concern  regarding  allowing  USEAC  directors 
more  authority  over  evaluating  staff  for  their  working  together, 
both  Commerce  and  SBA  have  already  agreed  to  allow  USEAC  di- 
rectors to  provide  at  least  15  percent  of  staff  performance  rating. 
In  this  and  in  other  ways,  many  of  the  Agencies  participating  in 
this  experiment,  have  acknowledged  the  concerns  of  the  GAO,  and 
have  acted  to  correct  them. 

From  all  accounts,  this  program  is  a  vital  part  of  the  U.S.  Export 
Promotion  Policy.  Originally  designed  to  integrate  the  many  dif- 
ferent export  and  finance  assistance  programs  operated  by  the  Fed- 
eral Government,  USEAC's  serve  as  a  one-stop  shop  program  in 
which  the  trade  specialist  from  three  Government  Agencies,  the 
Department  of  Commerce,  SBA,  and  the  Export  Import  Bank  assist 
small  and  medium  size  businesses  interested  in  exporting. 

In  this  body,  we  often  admonish  Federal  Agencies  to  learn  how 
to  do  more  with  less  and  how  to  work  together.  Mr.  Chairman, 
USEAC's  are  doing  just  that.  They  are  an  excellent  example  of 
Agencies  working  together  in  partnership  with  local  and  State  gov- 
ernment to  leverage  their  resources  in  order  to  better  enable  Amer- 
ican businesses  to  compete  in  the  global  marketplace.  Although 
they  are  not  a  perfect  experiment,  USEAC's — I  would  also  sug- 
gest— are  an  innovative  step  toward  providing,  in  a  single  conven- 
ient location,  hands-on  export  marketing,  and  trade  finance  sup- 
port for  small-  and  medium-size  companies. 

Therefore,  Mr.  Chairman,  while  we  should  continue  to  exercise 
our  due  diligence  in  our  oversight  responsibility,  we  must  also  take 
the  opportunity  to  show  support  for  programs  that  are  meeting 
their  objectives. 


By  all  account,  this  particular  program  is  meeting  it.  By  the 
same  token  that  is  not  to  say  we  should  not  want  to  improve  the 
program  and  make  it  better.  We  should  find  opportunity  to  show 
both  its  strengths  and  its  weaknesses  and  not  to  glorify  its  weak- 
nesses. Certainly  we  all  want  to  make  this  program,  which  is  a 
good  program,  better  to  serve  all  Americans  both  medium  sized  and 
small  businesses. 

Now,  I  must  admit,  Mr.  Chairman,  I  want  this  in  the  record.  In 
a  political  environment  which  has  become  infected  with  extraor- 
dinary partisanship,  when  my  staff  first  informed  me  that  this 
hearing  was  scheduled,  I  was,  to  say  the  least,  concerned.  I  shared 
however,  my  concerns  with  you  many  times  and  over  many  con- 
versations. 

I  did  not  believe  the  proximity  to  August  recess  provided  us 
ample  opportunity  to  examine  and  respond  to  the  GAO  study.  I 
must  say  that  you  made  an  effort  to  provide  the  GAO  study  to  us. 
As  a  result,  I  must  say  you  relieved  most  of  my  initial  concerns, 
and  I  appreciate  your  effort  to  work  with  me.  I  would  say  further, 
Mr.  Chairman,  it  was  constructive  as  we  attempted  to  address  this 
issue  in  a  bipartisan  spirit.  We  should  do  this  together  and  not 
after  the  fact.  Thank  you  for  allowing  me  these  words. 

Chairman  Manzullo.  Thank  you,  Mrs.  Clayton.  Mr.  Frazier. 

TESTIMONY  OF  JOHNNIE  FRAZIER,  ASSISTANT  INSPECTOR 
GENERAL  FOR  INSPECTIONS  AND  PROGRAM  EVALUATIONS, 
DEPARTMENT  OF  COMMERCE,  WASHINGTON,  DC 

Mr.  Frazier.  Thank  you,  Mr.  Chairman  and  members  of  the 
Subcommittee.  I  am  pleased  to  be  here  today  to  discuss  the  results 
of  the  study  that  we  completed  and  subsequently  issued  a  final  re- 
port on  in  March  of  this  year.  The  study  is  entitled  "U.S.  Export 
Assistance  Centers  Offer  Reason  for  Optimism,  but  May  Fall  Short 
of  Expectations." 

It  is  important  to  point  out  that  in  late  1994,  we  decided  to  per- 
form an  early  assessment  of  the  development  and  roll-out  of  this 
multiagency  USEAC  program,  in  part,  because  we  thought  that  it 
was  such  an  important  undertaking  for  the  Department.  As  one 
might  expect  from  a  multiagency  undertaking  of  this  magnitude, 
there  were  some  difficult  issues  in  making  the  USEAC  concept  a 
reality,  such  as  the  logistical  problems  associated  with  relocating 
people,  getting  the  centers  physically  opened,  uncertain  staff  and 
budget  resources,  and  developing  a  program  that  so  many  varied 
and  interested  parties  could  accept  and  support. 

Our  early  evaluation  of  the  program  concluded  that  some  of 
these  issues  were  handled  very  well,  but  others  were  not.  Among 
the  very  positive  observations  we  made  during  our  review,  we 
found  that  under  the  primary  leadership  of  the  US&FCS,  and  with 
a  lot  of  support  from  SBA  and  Ex-Im  bank,  a  great  deal  of  effort, 
dedication,  and  creativity  was  put  into  the  program.  Too  often  peo- 
ple don't  get  the  credit  for  the  amount  of  work  that  goes  into  an 
undertaking  of  this  magnitude.  We  applauded  all  three  Agencies 
for  their  positive  contributions. 

Using  the  four  pilot  sites,  we  thought,  was  a  good  initiative.  It 
was  important  to  test  some  of  the  concepts.  Pilots  are  intended  to 
show  what  will  work  and  what  will  not  work.  But  probably  the 


most  important  and  positive  observations  that  gave  us  cause  for  op- 
timism— i.e.,  we  put  this  in  the  title  of  our  report — were  the  views 
expressed  by  so  many  of  the  U.S.  exporters  that  we  interviewed 
and  the  staff  and  many  of  the  people  who  had  been  in  the  export- 
ing business  for  so  long,  that  the  USEAC's  did  in  fact  offer  a  great- 
er opportunity  for  a  better,  more  coordinated,  Federal  effort. 

In  more  than  a  decade  of  individual  inspections  of  US&FCS  of- 
fices, we  frequently  found  that  there  was  a  major  void  in  terms  of 
cooperation  and  coordination  between  the  Federal  Trade  Agencies 
especially  in  the  trade  fmance  area.  So,  the  fact  that  the  people 
were  so  optimistic  that  this  one  stop  center  program  was  going  to 
make  a  big  difference  was  one  of  the  most  important  fmdings  in 
our  study. 

On  the  other  hand,  we  identified  a  number  of  issues  and  prob- 
lems that  we  felt  warranted  management's  attention.  Our  objective 
there,  again,  was  to  bring  them  to  the  attention  of  management  as 
early  as  possible.  That  as  the  program  continued  to  evolve,  changes 
could  be  made. 

We  had  some  concerns,  very  definitely.  We  were  concerned,  for 
example,  that  the  early  training  programs  of  the  US&FCS,  SBA, 
and  Ex-Im  bank  were  not  well  coordinated,  and  did  not  properly 
prepare  some  staff  to  carry  out  all  of  the  functions  of  the  center. 
Joint  counseling  and  "team  building"  by  the  three  Agencies  got  off 
to  a  very  slow  start.  We  think  this  was  one  of  the  most  important 
things.  It's  something  that's  intangible,  but  absolutely  crucial  to 
the  success  of  the  program. 

Some  management,  leadership,  and  staffing  problems  surfaced  at 
the  pilots  that  weren't  addressed  as  quickly  as  we  think  that  they 
should  have  been.  Fortunately  though,  many  of  the  problems  that 
surfaced  at  the  pilots  were  being  addressed.  We  worked  very  close- 
ly with  management  to  try  to  bring  these  to  their  attention. 

One  of  the  primary  concerns,  however,  that  we  had  was  the  issue 
of  the  "hub  and  spoke."  That  was  a  concept  that  involved  trying  to 
deal  with  the  shortage  of  resources,  trying  to  better  leverage  the 
resources.  We  were  concerned  that  during  the  pilot  testing,  this  im- 
portant component  of  the  system  was  not  tested  to  the  extent  that 
it  should  have  been. 

Our  concern  is  that  if  you  think  that  there  are  going  to  be  one- 
stop  centers  "across"  the  United  States — in  terms  of  a  physical  one- 
stop  center — that's  not  necessarily  the  case.  That  was  one  of  our 
primary  concerns.  We  were  particularly  concerned  about  that  be- 
cause there  were  other  things  that  were  happening  at  the  same 
time. 

One,  ITA,  which  is  the  US&FCS's  parent  organization,  was  not 
providing  the  promised  level  of  resources.  At  one  point  we  were 
told  that  there  was  a  shortage  of  40  positions  in  the  domestic  field 
staff.  SBA  appeared  uncertain  of  its  ability  to  deliver  at  a  certain 
point  in  time.  For  some  of  the  earlier  people  who  the  SBA  put  into 
the  program,  we  were  concerned  whether  they  were  really  qualified 
to  do  the  trade  finance  work.  In  Ex-Im  bank,  we  were  concerned 
whether  they  were  able  or  willing  to  make  the  kind  of  internal  ad- 
justments in  their  regional  offices  to  reassign  staff. 

Again,  lots  of  corrective  measures  were  taken  during  and  after 
our  review.  We  were  very  pleased  with  that.  We  know,  for  example. 


that  US&FCS  has  provided  some  additional  resources  to  strength- 
en the  USEACS.  SBA  expects— we  were  told  in  the  last  2  weeks— 
to  fulfill  its  original  staff  commitment.  A  basic  system  for  identify- 
ing and  recording  joint  problematic  accomplishments  has  been  put 
into  place,  and  improvements  have  been  made  to  the  training  pro- 
grams and  a  number  of  other  areas. 

This  concludes  my  statement,  and  I'll  gladly  answer  any  ques- 
tions you  may  have  at  the  conclusion. 

[Mr.  Frazier's  statement  may  be  found  in  the  appendix.] 

Chairman  Manzullo.  Thank  you  very  much,  sir.  Our  next  wit- 
ness is  Ms.  Lauri  Fitz-Pegado. 

Do  you  recall,  Lauri,  way  back  in  the  beginning  of  this  Congress 
where  you  were  given  the  dubious  task  of  drawing  the  export  pro- 
motion agency  chart?  Do  you  remember  that? 

First  it  was  a  hub  and  spoke,  and  then  it  was  a  box,  and  then 
it  went  to  a  bulls-eye  model.  I  said  the  goal  of  the  chart  is  to  be 
understood  by  my  12 -year-old  son.  That  chart  served  as  a  spring- 
board for  trying  to  get  the  various  Agencies  coordinated  together  so 
we  could  take  a  visual  look  as  to  those  programs  existing  in  the 
Federal  Government,  and  then  try  to  take  the  best  of  the  best  and 
integrate  them  into  the  USEAC's.  You  did  a  fantastic  job  on  that 
chart. 

Ms.  Fitz-Pegado.  Did  your  12-year-old  understand  it? 

Chairman  Manzullo.  Well,  he  could  understand  it.  He  under- 
stands those  concepts.  Mr.  Sisisky,  did  you  understand  the  chart? 
But  over  the  last  year  and  a  half,  I'm  beginning  to  understand  how 
these  Agencies  work,  and  that  bothers  me.  But  with  that,  please 
go  ahead  and  give  us  your  testimony.  We  look  forward  to  hearing 
it. 

TESTIMONY  OF  LAURI  FITZ-PEGADO,  ASSISTANT  SECRETARY 
AND  DIRECTOR  GENERAL,  U.S.  COMMERCIAL  SERVICE,  DE- 
PARTMENT OF  COMMERCE 

Ms.  Fitz-Pegado.  Mr.  Chairman,  I'd  like  to  thank  you,  Rep- 
resentative Clayton,  and  the  members  of  the  Subcommittee,  for 
providing  me  with  this  opportunity  to  speak  to  you  about  one  of  the 
true  success  stories  in  Government,  the  U.S.  Export  Assistance 
Center  Program.  I  would  ask  that  my  complete  statement  be  made 
part  of  official  record. 

Let  me  take  a  moment  to  say  a  special  word  of  thanks  to  you, 
Mr.  Chairman,  for  taking  time  out  of  a  busy  schedule  to  attend  our 
Rockford,  Illinois,  District  Export  Assistance  Center  opening  on 
July  15.  Your  presence  and  words  of  commendation  were  greatly 
appreciated  by  our  staff  and  Illinois  exporters.  I  am  pleased  that 
you  were  able  to  hear  firsthand  from  our  clients  that  they  value 
the  services  of  the  Export  Assistance  Centers. 

As  you  are  well  aware,  exports  are  essential  to  the  economic 
strength  and  security  of  this  Nation.  In  fact,  exports  now  account 
for  almost  one-third  of  real,  U.S.  economic  growth  and  are  expected 
to  grow  faster  than  overall  economic  activity  for  the  remainder  of 
this  decade.  Exports  supported  an  estimated  11  million  American 
jobs  in  fiscal  year  1995  alone. 
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The  Clinton  administration  recognizes  the  importance  of  exports 
and  the  need  to  help  American  businesses,  especially  small  compa- 
nies, compete  in  an  increasingly  competitive  global  marketplace. 

Toward  that  end,  2V2  years  have  passed  since  we've  opened  four 
pilot  centers,  and  I'm  pleased  to  tell  you  today  that  we  have  not 
only  achieved  the  goals  first  set  out  by  Congress  and  the  Trade 
Promotion  Coordinating  Committee,  but  we  have  expanded  on  that 
original  concept,  to  the  benefit  of  American  exporters. 

By  fostering  strong  partnerships  with  Federal,  State,  and  Local 
Trade  Promotion  Organizations,  working  to  modernize  our  commu- 
nications and  client  management  systems,  taking  advantage  of 
technological  innovations,  and  strategically  placing  our  resources 
where  they  can  serve  our  clients  most  effectively;  we  are  in  the 
process  of  creating  a  truly  integrated  national  export  assistance  de- 
livery network. 

The  following  statistics  should  give  you  a  clear  sense  of  the  im- 
pact the  Export  Assistance  Centers  have  had  on  our  programs  thus 
far.  In  spite  of  up  to  a  20  percent  reduction  of  Commerce  staffing 
allocations  within  these  Export  Assistance  Centers  and  an  ongoing 
hiring  freeze  over  the  past  2  years,  we've  managed  to  increase  our 
export  actions  by  80  percent.  Export  actions  represent  export  sales 
that  our  clients  attribute  to  the  assistance  that  we  provide. 

Mr.  SiSlSKY.  What  percent? 

Ms.  Fitz-Pegado.  Eighty  percent,  sir. 

Mr.  SiSlSKY.  But  before  that. 

Ms.  Fitz-Pegado.  Twenty  percent  staff  cut.  More  than  92  per- 
cent of  the  395  clients  responded  to  our  1995  Quality  Assurance 
Survey,  were  either  satisfied  or  very  satisfied  with  the  quality  of 
the  services  they  received  at  our  offices. 

As  of  March  31,  1996,  we  achieved  44  percent  of  our  ambitious 
fiscal  year  1996  export  action  goals  in  spite  of  a  6-week  Govern- 
ment shutdown  last  winter. 

In  record  time  in  January  1994,  we  opened  four  pilots.  Rather 
than  simply  resting  there,  we  began  working  on  the  TPCC  direc- 
tives, and  "to  identify  10  new  sites  by  June  1994  and  establish 
them  in  calendar  year  1995."  We  also  work  to  meet  the  Commit- 
tee's recommendation  that  the  participating  Agencies  conduct  ex- 
tensive evaluations  to  "Help  the  TPCC  evaluate  operational  startup 
issues,  concerns,  and  problems." 

While  selecting  the  sites  for  the  next  round  of  centers,  we  recog- 
nized that  the  needs  of  our  clients  demanded  something  more  fun- 
damental than  merely  collecting — co-locating  Federal  partners  in  a 
collection  of  individual  offices.  Instead  we  set  out  to  create  a  net- 
work that  would  enable  us  to  bring  the  consolidated  services  first 
envisioned  by  Congress  to  the  greatest  number  of  American  busi- 
nesses possible.  To  do  so,  we  created  the  regional  hub  and  spoke 
system  designed  to  effectively  service  regional  trading  areas.  With 
interagency  U.S.  Export  Assistant  Centers  serving  as  the  hubs  and 
smaller  Commercial  Service  District  Export  Assistance  Centers  as 
the  spokes,  we  have  expanded  significantly  our  accessibility  to  the 
business  community. 

Each  Export  Assistant  Center  offers  one-on-one  counseling  to 
businesses  with  export  potential,  particularly  small  and  medium 
sized  ones.  Commercial  service  trade  specialists  work  with  firms  to 


determine  their  export  potential  and  to  find  new  markets  and  plan 
market  entry  strategies  based  on  their  experience  and  commitment 
to  exporting. 

We  welcome  the  guidance  of  the  GAO  and  the  Inspector  General 
and  fme-tuning  our  operations  and  improving  upon  successful  oper- 
ations. 

Let  me  summarize  the  GAO  recommendations  and  the  progress 
we've  made  thus  far.  We've  been  asked  regarding  performance  ap- 
praisals, and  we  have  responded  that  Commerce  and  SBA  staff 
have  already  agreed  to  allow  USEAC  directors  to  provide  at  least 
15  percent  of  staff  performance  ratings  regardless  of  Agency  or  af- 
filiation. We've  also  been  asked  about  a  customer 

Chairman  Manzullo.  We  have  to  vote.  I  want  to  come  back  and 
give  you  a  little  more  time  to  respond  to  these  three  particular  di- 
rectives that  were  in  the  GAO  report,  in  all  fairness  to  you.  I  just 
want  to  give  you  more  time,  because  this  really  goes  to  the  heart 
of  some  of  these  observations  of  the  GAO  report. 

I  understand  that  we  have  a  series  of  votes.  So,  we're  going  to 
recess  here,  run  over  to  vote  on  three  amendments,  and  we'll  be 
back  in  about  a  half  an  hour. 

Ms.  Fitz-Pegado.  Thank  you. 

Chairman  Manzullo.  Thank  you. 

[Recess.] 

Chairman  Salmon.  All  right.  I  would  like  to  reconvene  this  Sub- 
committee hearing. 

Ms.  Fitz-Pegado.  Thank  you  very  much.  I  was  about  to  go 
through  the  three  principal  recommendations  and  how  we  have  ad- 
dressed them.  Before  I  do  that,  I'd  just  like  to  say  that  this  type 
of  system  of  three  Agencies  with  separate  cultures  coming  together 
in  this  short  order  is  unprecedented,  and  it  has  truly  been  a  pleas- 
ure for  me  to  be  associated  with  this  process. 

We  are  the  first  to  say  that  there  is  much  work  to  be  done.  But 
none  of  the  problems  that  we  have  identified  or  have  been  identi- 
fied by  the  IG  or  GAO  has  been  seen  as  disabling.  That's  indicated 
by  the  results  that  I  discussed  before  the  break. 

As  I  was  saying,  we  welcome  the  guidance  of  GAO  and  the  Com- 
merce IG's  office  in  fine  tuning  our  operations  and  improving  upon 
the  success  of  these  operations  to  American  exporters.  Based  on  its 
review  of  our  operation  in  Spring  1995,  the  GAO  asked  the  partici- 
pating Agencies  to  address  three  specific  recommendations  for  im- 
proving the  EAC. 

I'd  like  to  summarize  how  we've  done  that.  The  first  rec- 
ommendation had  to  do  with  the  USEAC  directors  input  into 
USEAC  staff  performance  appraisals.  Commerce  and  SBA  staff 
have  already  agreed  to  allowing  USEAC  directors  to  provide  at 
least  15  percent  of  USEAC  staffs  performance  rating  regardless  of 
Agency  affiliation. 

This  proposal  will  take  effect  in  fiscal  year  1997.  In  addition  as 
a  first  step  to  more  comprehensive  reviews,  USEAC  staff  have  pro- 
posed an  upward  feedback  pilot,  through  which  staff  would  have 
the  opportunity  to  contribute  to  the  evaluations  of  USEAC  direc- 
tors rating  them  in  their  ability  to  inspire  team  work,  among  other 
things. 
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This  evaluation  is  based  upon  a  unified  strategic  plan  for  each 
USEAC  coordinated  by  all  the  Agencies  and  implemented  by  all 
three.  The  semiannual  site  directors'  meetings  discussed  many  of 
these  performance  evaluations  systems  and  really  have  been  the 
source  of  coming  up  with  the  system. 

The  second  evaluation — recommendation  was  regarding  a  cus- 
tomer tracking  system.  We  recognize  the  importance  of  developing 
a  systematic  approach  to  sharing  client  information,  an  automated 
customer  tracking  system  that  contains  information  on  clients  and 
services  provided  to  them  by  all  Agencies  in  the  EAC's. 

After  considerable  research  and  a  very  close  look  at  a  pilot — a 
evaluation  of  Goldmine,  which  was  a  system  that  was  being  used 
by  one  of  the  partners — we  selected  a  Lotus  Notes  communications 
platform — and  I  emphasize  "platform,"  because  it's  really  like  rail- 
way tracks  upon  which  we  can  run  cars  of  all  shapes  and  sizes. 

We're  looking  at  that  as  a  platform  to  serve  our  client  needs,  and 
this  particular  system  is  compatible  with  off-the-shelf  systems  that 
other  partners  might  be  using,  which  was  important  to  our  selec- 
tion of  Lotus  Notes. 

The  groupware  application  allows  multiple  users  around  the 
world  to  access  and  add  to  common  documents  and  data  bases 
sharing  information  quickly  and  efficiently.  We  expect  to  deploy  the 
Lotus  Note  system  to  the  first  group  of  offices — and  I  should  say 
domestic  and  overseas.  It  will  not  only  be  for  the  domestic 
USEAC's,  it  will  be  connected  to  our  overseas  network.  We  expect 
that  by  the  end  of  the  calendar  year. 

The  third  recommendation  had  to  do  with  accounting  systems 
and  cost  tracking  of  the  USEAC's.  In  response  to  initial  difficulties 
we  faced  in  accurately  tracking  USEAC  expenditures,  we  will  adopt 
a  flat  fee  system  of  reimbursement  which  we  incorporated  into  a 
revised  MOU  and  which  we  will  implement  in  the  immediate  fu- 
ture. 

We  also  began  to  develop  a  Lotus  Note  financial  tracking  system, 
which  will  ultimately  provide  document  level  detail  of  Agency  and 
USEAC  expenses.  We  do  feel  that  we  have  an  accountable  system 
that  we  would  be  happy  to  share  with  any,  and  that  our  financial 
tracking  does  work  and  that  this  flat  fee  system  will  be  effective 
across  Agencies. 

In  closing,  Mr.  Chairman,  let  me  give  you  an  example  of  what 
this  program  means  in  real  terms.  David  Spann,  Director  of  the 
Delta  USEAC  in  New  Orleans  recently  wrote  the  following  to  de- 
scribe the  atmosphere  and  attitude  in  that  inter-agency  operation. 
He  said  that,  "Established  goals  for  individuals  are  considered 
goals  for  the  USEAC  as  a  whole.  Therefore,  staff  performance  is  in 
part  measured  by  the  success  of  all  of  the  parties  in  obtaining  their 
goals.  The  Commerce  Trade  Specialist  found  that  by  helping  the 
SBA  Finance  Specialist  achieve  his  goals,  export  actions  would  fol- 
low and  thus  help  them  to  meet  their  own  goals. 

"By  the  same  token,  the  Finance  Specialist  found  that  by  involv- 
ing the  Trade  Specialist  with  loan  activity,  the  demands  for  loans 
increased  and  helped  him  to  obtain  his  goals.  In  the  past  6  months 
the  Delta  USEAC  has  approved  four  export  working  capital  pro- 
gram loans.  All  of  these  were  companies,  Commerce  Commercial 
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Service  Clients,  whose  growth  was  heavily  impeded  by  lack  of  addi- 
tional capitalization. 

"In  fact,  one  company  would  have  lost  $70,000  in  sales  if  that  Ex- 
port Working  Capital  Program  had  not  been  available.  All  members 
of  staff  work  hard  to  identify  themselves  with  the  Delta  USEAC 
rather  than  with  one  Agency.  We  are  generally  recognized  as  the 
Delta  USEAC  in  the  community  by  our  partners  and  clients." 

Though  we've  not  achieved  this  level  of  integration  at  all  sites, 
we  have  made  great  strides  toward  overcoming  the  distinct  cor- 
porate cultures  that  made  such  coordination  virtually  impossible 
and  unprecedented  just  3  short  years  ago.  I'm  encouraged  by  this 
national  network  of  Export  Assistance  Centers,  and  I  am  confident 
that  we  will  soon  bring  a  seamless  export  marketing  and  trade  fi- 
nance to  business  communities  across  the  United  States  of  Amer- 
ica. 

Thank  you  very  much. 

[Mr.  Fitz-Pegado's  statement  may  be  found  in  the  appendix.] 

Chairman  Manzullo.  Thank  you  very  much.  Our  next  witness 
is  Mary  Joyce  of  the  SBA.  You  might  want  to  bring  that  mike  up 
to  your  mouth.  You  have  to  speak  very  closely  to  it.  Thank  you. 

TESTIMONY  OF  PROFESSOR  MARY  N.  JOYCE,  INTERNATIONAL 
TRADE  SPECIALIST,  U.S.  SMALL  BUSINESS  ADMINISTRA- 
TION, CHICAGO,  ILLINOIS 

Ms.  Joyce.  Thank  you,  Mr.  Chairman  and  members  of  the  Sub- 
committee. I  appreciate  your  asking  me  to  be  here  today.  I  am 
Mary  Joyce,  and  I  work  at  the  Chicago  U.S.  Export  Assistance  Cen- 
ter. I  am  glad  to  be  able  to  describe  SBA's  role  in  the  Export  As- 
sistance Centers. 

As  you  know,  SBA  is  a  full  partner  in  the  Export  Assistance  Cen- 
ters, all  15  throughout  the  U.S.,  Chicago  being  one  of  the  first  four. 
The  SBA  has  worked  hard  with  the  U.S.  and  Foreign  Commercial 
Service,  as  well  as  the  Export-Import  Bank  to  make  sure  that  we 
offer  a  full  array  of  services  to  all  small  business  exporters. 

The  success  of  SBA  and  our  partners,  I  believe,  is  our  ability  to 
be  able  to  provide  joint  counseling  and  training  to  our  customers. 
We  have  worked  closely  together  with  both  the  Commercial  Service 
and  Ex-Im  bank  to  make  sure  that  we  provide  companies  with  the 
export  marketing  and  trade  finance  assistance  that  they  need.  This 
is  all  from  a  convenient  one-stop  location. 

All  of  us  at  the  USEAC  understand  that  small  businesses  need 
both  trade  finance  assistance  and  marketing  information  when 
they're  venturing  into  new  international  markets.  All  of  us  have 
made  sure  that  we  are  cross-trained  in  each  of  the  Agency's  pro- 
grams so  that  when  we  are  visiting  a  company,  we  can  make  sure 
that  they  understand  all  that  we  have  to  offer. 

We  both  do  joint  counseling  at  the  USEAC  itself  in  downtown 
Chicago,  and  we  also  are  very  willing  to  go  out  to  the  business'  site, 
whichever  is  more  convenient  for  that  small  business.  As  a  result 
we  are  able  to  provide  seamless  delivery  of  all  of  our  services. 

Not  only  are  the  three  Federal  Agencies  in  the  U.S.  Export  As- 
sistance Center  together  in  providing  export  services,  we  also  work 
very  closely  with,  for  example,  our  Small  Business  Development 
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Centers.  There  are  five  International  Trade  Centers  in  the  State  of 
IlUnois  alone,  and  we  work  very  closely  with  them. 

They  are  often  the  first  stop  for  a  small  business  looking  for  as- 
sistance, since  they  are  located  throughout  the  State.  The  Inter- 
national Trade  Centers  often  times  refer  them  to  the  U.S.  Export 
Center,  either  for  further  marketing  assistance,  or  for  the  finance 
programs  that  both  SBA  and  Ex-Im  bank  offer. 

Also  one  of  our  partners  is  SCORE,  the  Service  Corps  of  Retired 
Executives.  Many  of  those  business  people  have  extensive  inter- 
national experience  and  are  able  to  help  the  newer  exporters. 

The  SBA's  main  program  in  the  Export  Assistance  Centers  is  our 
export  working  capital  program.  As  you  know,  study  after  study 
has  shown  that  the  single  greatest  obstacle  for  many  small  busi- 
ness exporters  is  their  inability  to  obtain  financing.  Because  of  this, 
SBA  and  Ex-Im  bank  have  worked  to  harmonize  their  two  Export 
Working  Capital  programs,  in  order  to  make  it  easier  for  small 
businesses  to  access  and  easier  for  them  to  understand  which 
Agency  they  should  go  to.  In  October  of  1994,  SBA  initiated  this 
program.  The  way  it  works  with  Ex-Im  bank  is  we  take  the  smaller 
deals,  those  under  $750,000,  our  guarantee  limit,  and  Ex-Im  bank 
will  help  the  larger  businesses  with  their  larger  amounts. 

With  respect  to  that  program,  I  would  like  to  thank  you,  Chair- 
man Manzullo,  and  the  other  members  of  Committee  in  restoring 
the  90  percent  guarantee  for  this  program.  I  do  believe  that  as  the 
White  House  Conference  had  recommended,  this  will  help  our 
small  business  exporters  enjoy  the  same  advantage  that  the  larger 
exporters  have. 

One  of  the  hallmarks  of  SBA  service  is  our  local  presence.  We  are 
located  in  each  center  and  also  throughout  our  districts  nationwide. 
We  try  to  make  sure  that  we  are  there  for  the  business  to  help 
them  put  together  their  finance  packages,  to  help  them  find  a  lend- 
er, and  to  work  with  both  their  bank  and  the  business  to  make 
sure  that  their  export  transactions  take  place. 

In  some  cases  we  do  this  with  something  we  call  a  "preliminary 
commitment."  If  a  small  business  cannot  find  a  bank  that  will  work 
with  them,  SBA  will  do  the  credit  review  up  front.  That  allows  the 
business  person  to  go  shop  for  a  bank  that  will  work  with  them. 
That  often  helps  in  terms  of  getting  the  kind  of  financing  they 
need. 

One  of  the  main  things  that  we  do  is  work  with  both  the  small 
business  and  the  banks  in  educating  them  on  these  Trade  Finance 
Programs  to  make  sure  they  know  they  exist,  and  that  they  are 
there  for  them  to  offer  to  their  clients. 

We  conducted  about  250  lender  training  seminars  throughout  the 
United  States  just  to  make  sure  that  they  are  aware  of  the  pro- 
gram. We  also  facilitate  the  loan  approval  process  by  meeting  with 
the  banker  and  the  business,  working  together  to  get  the  package 
and  the  application  together  so  that  there's  not  too  much  paper- 
work confusion,  and  to  make  it  as  quick  and  easy  as  possible. 

We've  committed  to  have  our  turnaround  time  on  loan  approvals 
to  10  days,  and  we  have  kept  to  that.  We  also  have  the  assistance 
of  our  SBA  District  offices  in  accomplishing  that  goal. 

I  would  like  to  give  you  an  example  of  some  of  the  companies 
that  we  work  with.  There's  a  company  called  Tek  Pak  in  Batavia, 
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Illinois;  a  very  small  company  with  about  six  employees.  They  are 
manufacturers  of  carrier  tape  which  is  used  in  the  electronics  in- 
dustry to  manufacture  circuit  boards. 

They  had  some  good  domestic  customers  like  Motorola  and 
Molex,  but  they  realized  they  had  to  go  into  international  markets 
if  they  were  going  to  thrive  as  a  company.  They  started  exporting 
to  Taiwan  and,  after  having  received  an  SBA  loan  to  help  them  in 
their  startup  phase,  realized  they  needed  additional  export  working 
capital.  I  went  out  and  met  with  them.  We  put  their  package  to- 
gether, talked  to  their  banker,  and  they  were  able  to  have  a 
$250,000  loan  approved. 

Now,  they  have  gone  from  sales  of  $500,000  in  1994  to  $1.8  mil- 
lion at  the  end  of  1995;  and  we  just  approved  a  new  loan  for  them. 
They  are  expecting  their  sales  this  year  to  be  at  least  $4  million. 

Tek  Pak  is  also  working  with  the  Department  of  Commerce.  They 
had  indicated  to  me  they  wanted  to  expand  beyond  Taiwan  and 
needed  some  additional  assistance.  So,  the  Department  of  Com- 
merce met  with  them  and  provided  information  on  their  agent/dis- 
tributor service  and  provided  them  with  some  marketing  informa- 
tion. 

I  thank  you  very  much  for  inviting  me.  If  you  have  any  ques- 
tions, I'd  be  glad  to  entertain  them. 

[Mr.  Joyce's  statement  may  be  found  in  the  appendix.] 

Chairman  Manzullo.  The  next  witness  is  James  Morris  from 
Ex-Im. 

TESTIMO>fY  OF  JAMES  P.  MORRIS,  DIRECTOR,  REGIONAL  OF- 
FICE, EXPORT-IMPORT  BANK  OF  THE  UNITED  STATES, 
MIAMI,  FLORIDA 

Mr.  Morris.  Mr.  Chairman,  members  of  the  Subcommittee,  my 
name  is  Jim  Morris.  I'm  the  Regional  Director  for  the  Southeast 
Region  of  the  Export-Import  Bank  of  the  United  States,  and  I  am 
also  with  the  Miami  USEAC. 

As  background  I  hold  BS  and  MBA  degrees  from  Marquette  Uni- 
versity. I  was  a  Naval  Officer  and  served  in  Vietnam.  My  career 
in  Export  Trade  Finance  spans  30  years.  My  first  medium  term  ex- 
port financing  deal  using  Ex-Im  bank  was  in  the  late  1960's,  and 
it  was  for  Barber  Coleman  Company  of  Rockford,  Illinois. 

Chairman  Manzullo.  You  really  know  the  buzz  words,  including 
the  Mighty  Warriors  of  Marquette  University. 

Mr.  Morris.  The  Golden  Eagles. 

Chairman  MANZULLO.  They  changed  their  name;  right.  I  grad- 
uated from  law  school  there  in  1970,  but  I'm  sure  you  read  my  bi- 
ography before  you  made  that  statement. 

Mr.  Morris.  That's  why  it's  in  there.  I  did  try  to  do  my  home- 
work. 

Thank  you  for  the  opportunity  to  discuss  what  Ex-Im  bank  is 
doing  to  enhance  the  effectiveness  of  the  USEAC's  and  to  respond 
to  criticisms  made  in  the  Inspector  General  and  GAO's  report. 

Our  mission  is  to  finance  U.S.  exports  when  the  private  sector 
cannot  or  will  not  provide  the  necessary  financing,  or  to  meet  sub- 
sidized financing  from  foreign  governments.  We  take  risks  the  com- 
mercial sector  will  not  assume — primarily  in  big  emerging  markets 
in  the  developing  world.  We  provide  leadership  and  guidance  and 
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export  financing  to  the  U.S.  exporting  and  banking  communities 
and  to  foreign  borrowers  buying  tJ.S.  goods  and  services. 

Finally,  we  actively  assist  small-  and  medium-size  U.S.  busi- 
nesses increase  their  exports.  Exports  mean  jobs,  higher  paying 
jobs,  and  a  better  standard  of  living.  Small  businesses  are  the  larg- 
est segment  of  the  U.S.  employment  base.  Despite  this,  the  major- 
ity of  U.S.  exports  still  come  from  larger  companies. 

To  tap  the  growth  potential  of  small  business  exports,  we  at  Ex- 
Im  bank  have  strengthened  our  commitment  to  small  business  by 
improving  and  enhancing  our  small  business  programs  and  by 
reaching  out  through  every  possible  delivery  mechanism  such  as 
the  USEAC  and  our  city/State  partners. 

A  case  in  point.  Lynch  Machinery  of  Bainbridge,  Georgia,  is  a 
small  manufacturer  of  glass  forming  machines  used  to  make  high 
definition  television  and  computer  picture  tubes  as  well  as  glass  ta- 
bleware. 

Through  the  USEAC,  the  bank  recently  supported  the  company 
with  a  $12V2  million  revolving  working  capital  guarantee.  In  addi- 
tion, our  Georgia  city/State  partner  is  planning  to  guarantee  an  ad- 
ditional $500,000  in  revolving  working  capital  financing.  With  this 
combined  support.  Lynch  will  sell  $50  million  in  glass  presses  to 
the  Asian  markets  in  1997.  Lynch  will  hire  60  new  employees  in- 
cluding many  mechanical  and  electrical  engineers. 

In  these  times  of  budgetary  constraints,  Ex-Im  bank  views  the 
USEAC  as  a  way  to  more  efficiently  use  taxpayer  resources.  Al- 
though the  USEAC  was  created  in  record  time,  we  have  achieved 
a  great  deal;  but  we  are  always  looking  for  opportunities  to  further 
improve.  In  that  regard  we  view  suggestions  from  GAG  and  the 
Commerce  IG  as  we  would  those  from  any  good  management  con- 
sulting firm.  We've  embraced  their  helpful  suggestions  and  rec- 
ommendations. 

I  would  now  like  to  discuss  what  Ex-Im  bank  is  currently  doing 
to  enhance  the  effectiveness  of  the  USEAC  network. 

We  strongly  support  the  National  Export  strategy  and  the  U.S. 
Export  Assistance  Center  concept.  These  centers  provide  the  bank 
with  another  delivery  mechanism  for  our  programs. 

However,  it  is  important  to  note  that  when  GAO  made  the  origi- 
nal proposal  to  establish  one-stop  shops,  Ex-Im  bank  had  no  field 
offices.  The  original  proposal  did  not  envision  Ex-Im  bank's  pres- 
ence in  the  one-stop  shops.  The  one-stop  shops  were  to  be  formed 
out  of  existing  staff  from  the  field  offices  of  the  Department  of 
Commerce  and  the  Small  Business  Administration. 

DOC  personnel  were  to  provide  the  technical  assistance  to  ex- 
porters. The  SBA  field  offices  were  to  be  fully  trained  in  Ex-Im 
bank's  financing  programs,  so  that  they  could  provide  assistance  in 
our  financing  programs,  as  well  as  in  their  own  Export  Working 
Capital  Guarantee  Program. 

It  was  not  until  Ex-Im  bank  made  a  decision  to  bring  in  the  For- 
eign Credit  Insurance  Association  and  its  five  field  offices  that  Ex- 
Im  bank  inherited  this  small  field  office  structure.  It  was  with  this 
small  field  office  structure  that  Ex-Im  bank  was  able  to  commit  a 
full-time  presence  in  four  of  the  USEAC's. 

In  the  interest  of  making  efficient  use  of  taxpayer  resources,  Ex- 
Im  bank  continues  to  believe  that  the  most  efficient  way  to  present 
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Ex-Im  bank  programs  in  the  other  USEAC's  is  not  to  duplicate  the 
large  field  structure  that  is  already  in  existence  in  the  other  Agen- 
cies, but  to  make  enhanced  use  of  DOC's  trade  representatives, 
SBA's  loan  officers,  and  Ex-Im  bank's  own  city/State  partners. 

As  a  result  of  our  commitment  to  the  program  and  our  small 
business  push,  Ex-Im  bank  authorized  support  for  over  $284  mil- 
lion in  transactions  through  the  city/State  program  in  fiscal  year 
1995.  Most  of  these  transactions  involved  the  banks  Working  Cap- 
ital Guarantee  and  Insurance  Programs;  however,  some  involved 
medium  term  business.  Although  the  top  five  city/State  partners 
provided  about  $185  million  in  support,  almost  all  the  other  22 
partners  did  something. 

We  have  accomplished  a  great  deal  since  this  program  began. 
But  as  in  any  new  program,  kinks  always  exist;  and  we  are  work- 
ing continuously  to  address  them  so  that  the  program  will  reach 
what  is  envisioned,  a  better  delivery  service  to  small-  and  medium- 
size  businesses  so  that  they  can  realize  export  success. 

Before  I  conclude  I  would  like  to  thank  you  and  the  Committee 
for  your  assistance  in  starting  the  process  to  restore  90  percent  cov- 
erage to  SBA's  working  capital  guarantee  program,  which  will 
make  it  again  compatible  with  Ex-Im  banks  and  in  turn  enhance 
all  of  our  ability  to  assist  U.S.  Small  Business  Exports. 

Thank  you  very  kindly. 

[Mr.  Morris'  statement  may  be  found  in  the  appendix.] 

Chairman  Manzullo.  Thank  you  very  much,  Mr.  Morris.  Mrs. 
Clayton,  do  you  want  to  lead  off  with  the  questions? 

Mrs.  Clayton.  I  expected  to  follow  you,  but  I'll  move  on. 

I  wanted  to  get  back  to  the  term  "general  report,"  Mr.  Frazier. 
When  did  you  conduct  your  initial  study? 

Mr.  Frazier.  Our  field  work  began  in  December  1994,  before 
pilot  centers  had  been  opened  for  just  about  a  j^ear. 

Mrs.  Clayton.  So,  it  was  a  little  less  than  a  year? 

Mr.  Frazier.  Yes,  in  fact,  in  some  cases  it  was  clearly  a  year.  We 
were  at  the  opening  of  a  few  of  the  centers,  and  by  the  time  we 
finished  our  work,  all  of  the  pilots  had  been  opened  for  more  than 
a  year. 

Mrs.  Clayton.  So,  you  have  had  more  of  an  experience  to  exam- 
ine, I  guess,  some  of  the  efforts  that  they  may  have  put  in  since 
then. 

Mr.  Frazier.  Yes. 

Mrs.  Clayton.  I  also  found  that  within  a  year  is  rather  early, 
but — could  you  tell  me  why  you  went  in?  Was  there  something  that 
you  were  looking  for  in  assisting  in  the  development,  or  were  you 
trying  to  evaluate  that  the  development  had  occurred.  Because  hav- 
ing done  evaluation,  I  come  from  a  planning  background,  usually 
there's  a  longer  period  of  time  that's  required  to  make  a  determina- 
tion rather  objective  and  achieve.  So,  were  you  asked  to  come  in 
for  some  reason? 

Mr.  Frazier.  No.  But  I  think  a  couple  of  things  are  really  impor- 
tant here.  One,  I  think  I  mentioned  that  we  have  done  inspections 
of  the  US&FCS  field  offices  for  over  10  years.  We  have  worked  very 
closely,  for  example,  with  GAO  when  it  was  doing  its  work  in  sup- 
port of  the  Export  Enhancement  Act  of  1992. 
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We  went  on  record  in  1993 — when  we  looked  at  the  trade  pro- 
motion efforts  of  the  Department  of  Commerce — in  recognizing,  in 
principle,  the  importance  of  having  "one-stop  trade  centers."  So,  we 
were  very  much  interested  in  this. 

The  other  thing  we  know  from  experience  is  that  it  does  very  lit- 
tle good  to  come  into  a  program  2  or  3  years  down  the  road  and 
just  offer  criticism. 

One  of  the  things  that  we  thought  we  would  do  because  we  knew 
a  great  deal  about  the  origination,  if  you  will,  of  the  program,  was 
the  direction  that  people  were  moving  in  the  program.  We  had  lots 
of  discussions  with  the  Director  General  and  others — and  including 
GAO.  So,  we  wanted  to  get  in  early  with  the  idea  of  identifying  po- 
tential problems,  correcting  those  problems  as  soon  as  possible,  and 
identifying  things  that  were  working  well  so  that  they  could  be  rep- 
licated where  appropriate. 

Mrs.  Clayton.  So,  you've  had  a  chance  to  talk  with  various 
Agencies? 

Mr.  Frazier.  Very  definitely. 

Mrs.  Clayton.  So, — and  they  have — this  has  been  out  a  year — 
almost  8  months,  I  guess,  since  your  report  has  been  completed? 

Mr.  Frazier.  Yes.  We  issued  it  in  March  of  this  year. 

Mrs.  Clayton.  It  hasn't  been  that  long.  Well,  at  least  there  have 
been  several  weeks,  several  months. 

Mr.  Frazier.  But  more  to  the  point,  we  issued  our  draft  report, 
I  think,  in  January  of  this  year;  and  so  the  Agencies  had  an  oppor- 
tunity to  respond  to  that.  But  I  think  one  of  things  that  was  also 
extremely  important  was  that  during  the  course  of  the  work,  we 
would  come  back  and  spend  time  with  the  program  managers;  and 
we  gave  quite  bit  of  credit  to  the  fact  that  if  we  identified  a  prob- 
lem at  a  particular  pilot,  corrective  actions  were  often  taken  very 
quickly.  I  think  that's  a  testimony  to  management  being  responsive 
to  the  issues  and  problems  that  we  had  identified.  That  was  some- 
thing that  we  had  envisioned  from  the  beginning:  the  idea  that  it's 
a  problem  may  be  bad:  but  I  think  it's  worse  if  you  don't  address 
those  problems.  So,  we  saw  ourselves  as  participating  in  the  proc- 
ess as  much  as  anything. 

Mrs.  Clayton.  So,  you  saw  this  as  a  continuous  of  your  role  that 
you've  been  inspecting  or  looking  at  export  activities,  and  you 
wanted  to  be  engaged  in  I  guess  this  development  so  in  case  you 
could  correct  things  before  it  got  too  far. 

Mr.  Frazier.  A  role  that  the  IG  Act  establishes  for  Inspectors 
General  is  one  of  "prevention."  You  don't  always  have  to  wait  until 
all  of  the  problems  have  occurred.  You  can  try  and  preclude  prob- 
lems up  front. 

Again,  given  the  long  history  that  we  have  in  that  program,  and 
our  knowledge  of  the  field  structure,  including  our  interviews  work- 
ing with  GAO  as  well  as  SBA,  have  never  done  an  inspection  in 
the  last  10  years,  for  example,  without  going  and  talking  to  what 
we  call  "the  Local  Export  Organizations,"  which  always  would  in- 
clude Ex-Im  banks,  always  the  DEC's — district  export  counsels  and 
the  like.  This  was  something  that  we've  been  involved  in  for  a  long 
time  and  felt  it  important  to  continue  along  that  path. 

Mrs.  Clayton.  You  would  say  that  the  managers  were  coopera- 
tive with  you? 
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Mr.  Frazier.  Very  definitely. 

Mrs.  Clayton.  You  did  make  some  observation  that  you  thought 
the  evaluation  prior  to  of  a  training,  prior  to  the  going  in  had  not 
been  sufficient  joint  counseling? 

Mr.  Frazier.  Yes,  I  think  there  are  a  number  of  issues  along  that 
line.  In  fact,  one  of  the  things  that  we  find  often  is  that  the  staff 
in  the  field  will  identify  the  problems.  I  mean  they  live  these  issues 
day  in  and  day  out:  They  wanted  to  learn  the  programs. 

One  of  the  things  that  Jim  mentioned  is  the  importance  of  the 
various  participants  understanding  each  other's  programs.  It's  im- 
portant that  Ex-Im  bank  can  go  out,  if  you  will,  and  explain  what 
Commerce  is  doing.  Commerce  needs  to  be  able  to  understand 
trade  finance.  In  fact,  the  biggest  complaint  that  we  heard  from  the 
staff  in  the  early  days  was  that  they  wanted  more  training  in  trade 
finance.  This  was  something  that,  in  fact,  did  happen. 

Lots  of  training  was  put  on  the  table  in  trade  finance.  And,  in 
the  last  2  to  3  weeks,  when  we  have  done  some  follow  up,  we  found 
that  one  of  the  success  stories  is  that  training  is  being  delivered. 
It's  one  of  the  things  that's  very  important. 

Mrs.  Clayton.  I  think  I'll  come  back  because,  Mr.  Chairman,  I 
see  my  time  has  expired.  But  your — your  conclusion  is  still  it's  an 
effective  program  and  corrective  action 

Mr.  Frazier.  One  of  the  things  that  we're  saying  about  the  pro- 
gram, I  think  as  our  statement  mentions,  is  that  we  think  the  pro- 
gram has  enormous  potential.  What  we'd  like  to  do  is  just  to  see 
program  managers  that  are  under  the  leadership  of  the  Depart- 
ment of  Commerce  with  the  support  of  SBA  and  Ex-Im  bank  will 
continue  to  address  the  issues  that  have  been  identified  by  GAO, 
by  our  office,  and  also  by  its  own  staff. 

They  too  are  looking  very  critically  at  some  of  the  things  that  are 
being  done — I've  seen  notes  from  some  of  their  site  managers' 
meeting.  Those  are  contentious  meetings,  as  you  can  image.  But 
what's  good  about  that  is  that  as  they  identify  problems;  they're 
bringing  them  to  the  surface;  and  those  issues  are  going  to  be  dealt 
with.  As  long  as  they  stay  vigilant  in  that  area,  I  think  we'll  be 
in  better  shape. 

Mrs.  Clayton.  As  a  manager  you  know  that's  good  management 
to  have 

Mr.  Frazier.  I'd  like  to  think  so. 

Mrs.  Clayton  [continuing],  thinking  of  their  contention.  Thank 
you,  Mr.  Chairman.  We  get  another  chance  at 

Chairman  Manzullo.  This  question  is  addressed  both  to  Mrs. 
Hecker  and  Mr.  Frazier.  Have  you  had  opportunities  in  the  past  to 
do  a  performance  audit  of  any  other  governmental  units  that  have 
been  set  up  where  you  have  three  or  four  different  Departments  or 
Agencies  working  together  in  a  single  office? 

Ms.  Hecker.  I  can  say  that  I  have  a  parallel  experience,  a  kind 
of  co-location  of  separate  offices.  I've  done  work  looking  at  the  De- 
partment of  Agriculture  trying  to  streamline  their 

Chairman  Manzullo.  Well,  good  luck. 

Ms.  Hecker  [continuing],  their  several  thousand  offices  and 
working  to  co-locate  them,  and  that  certainly  was  a  challenge.  I've 
also  done  some  work  looking  at  efforts  by  FDA  and  EPA,  and  other 
players  on  toxic  waste  management.  There  were  definitely  big  slips 
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and  big  problems.  So,  there  are  systemic  problems  that  Agencies  al- 
ways have  and  that  we  have  seen,  but  there  hasn't  been  the  signifi- 
cant explicit  effort  to  co-locate  that  this  initiative  has  done. 

Chairman  Manzullo.  So,  this  is  really  something  new. 

Ms.  Hecker.  It  is  in  my  experience. 

Chairman  Manzullo.  What  about  you,  Mr.  Frazier? 

Mr.  Frazier.  It's  a  difficult  task.  One  of  the  things  that  we 
looked  at  about  2  years  ago  was  the  effort  of  the  Departments  of 
Commerce,  State  and  Energy  to  work  closer  together  in  developing 
a  system  to  monitor  export  licenses,  especially  those  involving 
"dual-use"  items. 

When  we  saw  the  difficulties  just  in  terms  of  putting  together  a 
computer  system  that  three  or  four  Agencies  could  talk  to  one  an- 
other with;  and  it  almost  seemed  to  be  an  impossible  task. 

We  made  many  recommendations,  and  we're  pleased  to  say  that 
considerable  progress  has  been  made.  It's  a  very,  very  difficult 
task.  I  can  say  that  even  when  we  were  doing  follow-up  work  in 
the  last  week,  some  of  the  people  who  were  very  critical  of  the 
USEAC  Program  in  the  early  days — one  of  the  things  that  they — 
to  my  surprise — was  "I  never  thought  that  they  would  even  get  this 
far  with  the  program."  Because  it  is  something  that  is  very  difficult 
in  Government  -  and  I  think  that  may  be  an  unfortunate  thing — 
but  it's  a  difficult  undertaking.  As  I  emphasize,  some  of  the 
harshest  critics  out  in  the  field  who  said  this  will  never  work  were 
surprised  that  we  had  even  made  this  amount  of  progress  in  this 
short  period  of  time  given  the  inherent  difficulties  associated  with 
trying  to  make  several  Agencies  work  together. 

Chairman  Manzullo.  Ms.  Hecker.  Did  you  have  a  footnote  you 
wanted  to  add  to  that?  I  saw  a  note  was  slipped  for  you. 

Ms.  Hecker.  Actually  it  was  something  I  was  thinking  of  as  well. 
The  effort  by  embassies  to  coordinate  the  growing  number  of  Agen- 
cies provides  some  parallel  experience  and  we  actually  have  some 
ongoing  work  looking  at  the  special  challenges  being  presented  by 
the  downsizing  of  the  embassies  at  this  time.  But  I  personally  have 
been  to  some  embassies.  In  January,  I  was  in  China  and  asked  for 
a  briefing  on  our  problems  with  agricultural  access  to  the  Chinese 
market,  and  I  had  to  get  three  separate  briefings.  There  were  three 
separate  agricultural  offices  in  China  and  I  couldn't  get  a  whole 
consolidated  briefing. 

Chairman  Manzullo.  In  terms  of  your  experience  with  other 
Agencies,  this  is  a  new  working  group.  USEAC's  are  new.  From 
what  I  can  tell,  the  areas  of  concern  normally  would  be  in  the  start 
up.  This  is  like  starting  a  brand  new  business,  but  the  employees 
are  coming  from  three  different  Agencies. 

I  guess  what  concerned  me  is  the  statement  that  you  made  on 
page  2.  It  says,  "staff  we  interviewed  at  certain  USEAC's  stated 
that  they  were  reluctant  to  recommend  the  services  of  another 
Agency,  even  to  clients  who  expressed  a  need,  because  they  were 
unfamiliar  with  that  Agency's  performance  and  delivering  the  serv- 
ice. Is  that  what  Mr.  Frazier  answered  when  he  talked  about  the 
new  level  of  interagency  training  that  went  in,  so  that  Commerce 
knew  what  SBA  was  doing,  et  cetera.  Lauri,  did  you  want  to  an- 
swer that  question? 
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Ms.  Fitz-Pegado.  Sure.  Thank  you.  I  would  comment  on  that.  I 
believe  that  the  GAO  study  was  conducted  very,  very  early;  up  to 
16,  18  months  ago.  I  think  that,  as  you  stated,  Mr.  Chairman,  that 
any  time  you  start  out  with  a  new  entity,  you're  going  to  have 
startup  concerns  and  problems.  We  are  growing  and  learning,  and 
we  are  trying  to  correct  many  of  the  things  that  have  been  identi- 
fied. 

But  I  think  that  early  on  in  a  process  there's  a  lack  of  famili- 
arity, even  with  training,  that  experience  can  breed  through  work- 
ing together  on  a  day-to-day  basis;  and  I  think  we've  seen  some  of 
the  result  of  time,  what  time  has  done  to  have  people  understand 
service  more,  to  have  confidence  in  each  other.  The  unknown  is 
often  something  that  people  see  as  a 

Chairman  Manzullo.  Sure. 

Ms.  Fitz-Pegado  [continuing].  So,  it's  happened. 

Chairman  Manzullo.  How  do  people  typically  work  in  the  Chi- 
cago USEAC  office? 

Ms.  Joyce.  There's  now  about  14  of  us 

Chairman  Manzullo.  So,  that's  a  pretty  small  office. 

Ms.  Joyce.  Fairly  small;  right.  So,  we  see  each  other  every  day. 

Chairman  Manzullo.  Do  you  utilize  the  National  Trade  Data 
Bank  there? 

Ms.  Joyce.  Yes,  we  do. 

Chairman  MANZULLO.  We  had  a  hearing  here  in  Washington, 
and  then  a  field  hearing  in  Rockford,  Illinois,  where  we  brought  in 
five  private  vendors.  Mary,  you  were  there  in  Rockford.  Is  there 
any  need  of  a  more  standardized  or  beefed  up  computer  system  for 
accessing  foreign  markets  or  developing  a  more  user  friendly  sys- 
tem. 

Ms.  Joyce.  Well,  we  refer  clients  to  the  National  Trade  Data 
Bank  all  the  time.  In  fact,  it  is  also  located  in  all  of  the  Inter- 
national Trade  Centers  that  I  mentioned  throughout  this  State. 

Chairman  MANZULLO.  But  you  don't  have  it  there  in  the  USEAC? 

Ms.  Joyce.  We  do  have  it  in  the  USEAC.  We  haven't  had  many 
problems  with  it.  I  think  that  once  you  learn  how  to  use  it,  it's  not 
that  difficult.  We  also  are  there  to  help  a  client  in  case  they  need 
assistance  with  it.  But  we  haven't  had  many  difficulties. 

Chairman  Manzullo.  Do  you  use  it  a  lot  in  the  office? 

Ms.  Joyce.  Yes,  on  a  fairly  regular  basis,  such  as  when  we  get 
a  request  for  a  market  research  report.  Unless  it's  easier  for  the 
client  to  pick  it  up  at  a  local  trade  center.  We  can  do  it  there. 

Chairman  MANZULLO.  Do  you  make  visits  to  businesses  if  they 
ask  you  to  come  to  their  place  of  business? 

Ms.  Joyce.  Yes,  all  the  time. 

Chairman  MANZULLO.  Do  you  bring  a  lap  top  with  you  that  ac- 
cesses the  data  bank  there? 

Ms.  Joyce.  We  bring  a  lap  top  sometimes  when  we're  working 
on  a  loan  with  them  so  that  we  can  help  them  go  through  the  ap- 
plication. 

I  believe  when  we  go  out  with  a  Commerce  representative,  they 
can  bring  that  so  that  they  can  access  it. 

Chairman  Manzullo.  What  I  would  request  is  that  you  send  us 
a  letter  of  what  your  needs  are  in  the  USEAC. 

Ms.  Joyce.  OK. 
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Chairman  Manzullo.  I'm  not  talking  about  the  performance 
evaluation  and  the  different  challenges  that  have  been  set  forth 
here  by  GAO.  If  you're  in  need  of  a  beefed  up  data  bank  that  will 
integrate  some  of  the  systems  that  we  saw  at  that  field  hearing, 
let  us  know  about  it. 

Ms.  Joyce.  OK. 

Chairman  Manzullo.  Perhaps  we  could  shift  some  resources  or 
do  something  creative  to  get  the  most  high-powered  data  bank  in 
into  the  USE  AC  office. 

Ms.  Joyce.  OK. 

Chairman  Manzullo.  There  should  be  a  way  that  the  trade  data 
bank  in  Chicago  could  be  accessed  from  District  Export  Assistance 
Centers,  one  of  which  just  opened  in  Rockford  a  couple  of  weeks 
ago. 

Ms.  Joyce.  Right.  I  know  it  is  available  there,  too. 

Chairman  Manzullo.  Right.  Right.  But  would  you  mind  doing 
that  need  evaluation  study  for  us? 

Ms.  Joyce.  No,  not  at  all. 

Chairman  Manzullo.  Take  some  time  doing  it.  Take  a  month  or 
so  and  have  some  staff  meetings  and  say,  "This  is  what  we  would 
like  to  see"  in  terms  of  whether  it's  equipment  or  anything  else  and 
then  we'll  see  what  we  can  do  on  this  end. 

Ms.  Joyce.  We'll  be  glad  to. 

Chairman  Manzullo.  Thank  you.  Mr.  Luther,  do  you  have  any 
questions? 

Mr.  Luther.  No,  I  don't. 

Chairman  Manzullo.  Mrs.  Clayton. 

Mrs.  Clayton.  The  question  the  chairman  brought  up,  caused 
me  to  think  of  this  initially,  is  the  uniqueness  of  the  coordination, 
and  it  was  phrased  "the  difficult  of  one."  And  right  away,  his  dis- 
paraging comment  about  agricultural  was  taken  with  some  excep- 
tion, since  I'm  on  the  Agricultural  Committee. 

I  know  what  the  difficulty  you  just  talked  about  when  you  talk 
about  downsizing;  because  within  the  same  Agency,  you  had  the 
difficulty  of  a  farmer's  home,  having  had  that  clientele.  We  used  to 
call  it  "ASCS."  They  call  it  something  else  now.  Having  their  cli- 
ent— and  sometimes  it  was  the  same  people,  but  had  gotten  used 
to  functioning  in  a  certain  way. 

The  word  "coordination"  is  a  term  that  has  less  direction  and  au- 
thority, that's  put  under  it.  I've  had  the  experience  of  pulling  to- 
gether— social  services  together,  health  areas;  where  we  had  home 
health,  and  we  had  a  health  department,  and  we  had  a  primary 
healthcare  in  the  same  building.  I  made  a  mistake  of  suggesting 
they  share  filing.  They  had  to  go  get  a  legal  opinion. 

So  it's  difficult.  In  some  instances,  there  are  things  to — buy  effec- 
tive coordination,  and  they're  called  "mission  statement,"  how  they 
get  their  authority.  Is  there  anything  inherent  in  Ex-Im  bank  or  in 
SBA  or  in  Commerce,  itself,  that  really  says  that  we  have  to  do  it 
this  way,  the  authority  that  established  us  gives  us  unique  objec- 
tive that — we  find  staff  people  saying  we  can't  do  this  because  this 
is  what  our  mandate  is,  this  is  what  the  statute  says,  this  is  what 
is  the  emphasis  for  our  creation  where,  here  are  the  integrities  of 
the  Ex-Im  bank  that  we  have  the  underwriting  requirements;  is 
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there  anything — this  is  not  accounting  a  performance  of  a  good 
will,  this  is  just  mission  authority,  any  of  you? 

Ms.  Fitz-Pegado.  Let  me  suggest.  Congressman  Clayton,  that  we 
have  tried  to  creatively  address  those  issues  in  the  field  operations 
before  we  went  out  to  formulate  these  pilots  and  this  hub  and 
spoke  structure.  We  spent  hours  and  hours;  and  there  are  people 
in  this  room  who  know  when  the  inter-agency  process  of  trying  to 
determine  how  we  do  this  that  we  burden  the  field  operations  with 
the  things  that  the  Washington  headquartered,  inter-agency  group 
should  deal  with. 

That's  why  the  cross-training  in  terms  of  understanding  other 
people's  programs,  but  we  didn't  want  the  authorities  that  would 
impede  the  ability  to  serve  the  client.  This  is  a  client  driven  sys- 
tem. We  don't  want  a  client  to  walk  in  and  say  this  is  SBA,  Ex- 
Im  bank,  or  Commerce.  They  want  to  be  able  to  walk  in  and  get 
the  service. 

They  shouldn't  be  burdened  by  any  mission  statements  or  au- 
thorities that  would  prohibit  them  from  getting  money,  from  get- 
ting information  about  exporting.  That's  how  we've  tried  to  address 
this.  If  there  are  policy  issues,  et  cetera,  on  loan  authorities  and 
all  of  those  things,  that's  why  we're  able  to  go  back  to  headquarters 
and  have  the  type  of  site  directors  reviews  where  we  bring  in  inter- 
agency headquarters  people  to  help  with  the  policy  or  mission  im- 
pediments, which  I  don't  think  have  been  the  overriding  concern, 
but  I  would  ask  my  colleagues  who  are  actually  out  in  the  field 
doing  it,  those — we  go  to  them  for  the  answers  we  try  not  to  come 
up  with  cookie  cutter  approaches  from  Washington. 

Ms.  Joyce.  I  wouldn't  say  there's  really  been  any  difficulty  with 
that  aside  from,  of  course,  that  at  SBA  our  legislative  authorization 
of  course,  is  just  for  small  businesses.  So,  we  have  a  greater  focus 
on  that. 

But  other  than  that,  not  really.  We  do  share  information.  The 
only  thing  we  would  keep  confidential,  of  course,  are  the  personal 
financial  statements  of  the  clients  that  are  asking  for  loans  or 
things  like  that. 

But  other  than  that,  there  really  has  not  been  any  conflict  in 
terms  of  what  our  missions  are.  We  all  view  it  as  the  same  mission 
which  is  to  help  more  businesses  export.  That  has  really  helped  us 
all  understand  that  we're  there  for  the  same  purpose. 

Mrs.  Clayton.  How  about  the  Ex-Im  bank? 

Mr.  Morris.  Our  big  difference,  I  think,  is  in  product.  I  think  our 
ultimate  goal  is  to  create  jobs,  U.S.  jobs,  so  we  don't  get  involved 
with  non-U. S.  product.  Another  thing  I  think  we're  precluded  from 
doing  is  assisting  in  the  export  of  defense  articles.  So  if  there's  a 
distributor  in  Miami  that  imports  product  from  Taiwan  and  resells 
it  to  Latin  America,  we  cannot  help  him.  Whereas,  I  think  maybe 
the  SBA  could. 

Mrs.  Clayton.  So,  you  just  have  some  limitations  of  things  you 
cannot  do.  You  don't  see  anything  in  your  mission  statement, 
though? 

Mr.  Morris.  No  these  come  up  rarely,  so  no. 

Mrs.  Clayton.  So,  I  gather  if  we're  looking  at  how  we  make  this 
good  experiment  better,  it's  more  behavior  or  just  working  together 
having  experience,  and  the  issue  of  accounting  was  brought  up  in 
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terms  of— can  you  comment— has  there  been  any— access  of— has 
there  been  a  follow  up  of  your  study— is  it  you  testimony  first  full 
rendition  of  this  to  the  Agency— how  long  have  the  various  Agen- 
cies had  this? 

Ms.  Hecker.  Well,  this  particular  review,  we  sat  down  with  sen- 
ior Agency  people,  as  many  as  8  months  ago.  We  were  doing  this 
work  on  our  own  initiatives,  so  we  worked  very  closely  with  the 
Agency.  There  wasn't  a  requester  to  say,  no,  you  tell  us  first. 

Mrs.  Clayton.  So,  you  didn't  have  a  deadline 

Ms.  Hecker.  No,  but  on  the  accounting  issue,  our  accounting  di- 
vision actually  issued  a  letter  to  the  Agency  on  that  issue  and 
worked  with  them  prior  to  last  August. 

Mrs.  Clayton.  OK. 

Ms.  Hecker.  So,  that  issue  was  not  new  for  us.  This  issue  was 
brought  to  our  attention  when  we  asked  for  some  data  on  the  cost 
of  the  USEAC?  And  that's  when  we  reviewed  the  documentation 
that  existed  and  learned  that  there  were  fundamental  weakness  in 
their  financial  management  system.  Which  they  acknowledge  and 
they  have  commitment  to  work  on. 

Mrs.  Clayton.  So,  you're  satisfied  that  there  is  a  understanding 
of  what's  needed  to  correct  that,  and  there's  a  commitment  to  do 

that? 

Ms.  Hecker.  Well,  I  can't  say  that  we've  done  a  complete  review 
of  what  that  strategy  is  and  how  effective  it  might  be  since  we  just 
received  their  response  in  the  last  few  days. 

So,  on  the  surface,  certainly  there's  an  acknowledgement  that  its 
an  important  problem,  but  what  we  see  is  a  strategy.  I  think,  as 
Ms.  Fitz-Pegado  said,  the  Agencies  are  committed  to  put  in  place 
a  platform  and  try  to  move  toward  implementation  of  a  better  sys- 
tem. This  is  not  something  that  is  going  to  be  completed  very  soon. 

Mrs.  Clayton.  Is  that  the  system  to  be  implemented  at  the  end 
of  the  year  or  is  that  the— I  thought  that  was  that  was  the  data 
system,  I  thought? 

Ms.  Fitz-Pegado.  No,  we  are  confident  that  we  have  a  system 
in  place,  a  flat  cost  system  with  the  various  Agencies.  Perhaps  the 
Agencies  could  comment,  because  they're  the  ones  dealing  with  it 
on  a  day-to-day  basis.  But  we  are  confident  that  the  system  is  ac- 
countable and  that  works. 

Chairman  Manzullo.  Thank  you,  Mrs.  Clayton.  I  have  another 
meeting  to  go  to.  First  of  all  on  the  accounting  system,  USEAC's 
handle  no  cash.  This  is  not  a  matter  of  money  coming  in  and 
money  going  out.  It's  an  issue  of  budgets. 

Second,  with  my  limited  background  of  running  a  one-person  law 
firm,  with  two  secretaries,  if  you  want  to  figure  out  what  the 
USEAC  costs,  look  at  the  cost  of  the  rent,  the  cost  of  the  utilities, 
the  mileage  reimbursement,  what  each  person  is  getting  paid.  Then 
factor  that  by  what  each  Agency  tells  you  is  the  multiplier  factor 
as  to  the  actual  cost  per  employee. 

Let's  say  each  employee  is  paid  $30,000.  If  the  factor  is  2y2 
times  then  you  should  have  the  actual  amount  of  what  it  takes  to 
run  a  USEAC.  It  shouldn't  take  that  long.  But  I  just  don't  think 
it's  that  necessary  to  calculate  to  the  final  penny  when  dealing 
with  Agencies  that  have  their  own  budget  and  then  they  work  to- 
gether to  share  office  space  on  a  joint  project,  I'm  sure  it  is  very 


23 

difficult  to  try  to  figure  whether  or  not  it  is  really  worth  it  to  have 
a  USE  AC. 

The  bottom  line  is  you  would  have  these  employees  anyway,  but 
all  separated.  Now  everybody's  coming  together  into  one  office.  The 
fact  that  the  Agencies  are  sharing  an  office  in  itself  indicates  that 
it's  one  office  as  opposed  to  three  offices. 

So  my  concern's  going  to  be  cost  effectiveness,  and  yet  getting 
every  detail  ironed  out  is  not  a  big  deal  as  far  as  I'm  concerned. 
The  people  who  are  working  there  are  trustworthy  and  their  goal 
is  to  make  sure  the  services  with  which  they  have  been  entrusted 
will  find  a  way  down  to  the  ultimate  consumer. 

One  of  the  things  that  I  would  suggest,  especially  to  Ms.  Joyce, 
regards  your  outreach  there.  Our  mutual  goal  is  to  get  new  small 
business  to  export.  The  district  I  represent  has  1,600  manufactur- 
ing facilities.  This  is  essentially  a  rural  area,  from  a  one-person 
shop  up  to  Chrysler  Corporation.  It's  the  smallest  businesses  that 
don't  know  what  USEAC  is  and  they  have  a  hard  time  envisioning 
getting  involved  in  exports. 

I  would  make  a  couple  of  suggestions.  First,  is  to  contact  as 
many  service  groups  as  possible.  The  Kiwanis,  the  Rotary  Clubs, 
and  try  to  get  in  there  to  put  on  a  luncheon  presentation.  Bring 
some  props.  You  can  have  an  overhead  projection  demonstration 
with  flow  diagrams  and  easy  to  understand  charts  and  graphs  to 
keep  the  attention  span  of  the  audience.  Then  simply  demonstrate 
that  exports  are  possible  for  small  business  persons. 

That's  the  biggest  problem  we  have  today  is  that  small  busi- 
nesses are  afraid  of  exports.  They  have  no  idea  they  can  get  in- 
volved. If  you  remember,  at  the  Rockford  field  hearing,  one  gen- 
tleman that  started  with  after  market  power  drive  transmission 
systems  sort  of  casually  got  involved  in  exports  and  now  half  of  his 
business  is  devoted  to  exports. 

So  I  would  suggest  the  outreach  should  not  be  to  the  regular 
trade  organizations,  but  to  Chambers  of  Commerce  all  the  way 
down  to  the  Kiwanis  and  Rotary  clubs.  I  don't  know  if  you're  doing 
that,  but  I  would  just  make  that  suggestion  just  to  see  how  it 
works.  Because  if  you  snag  one  person  from  there  that  has  an  in- 
terest in  exporting,  it  would  be  well  worth  while.  Mrs.  Clayton,  do 
you  have  comment  on  that? 

Mrs.  Clayton.  I  was  going  to  mention,  Mr.  Chairman,  that  Mr. 
Morris'  testimony  suggests  that  small  business  are  very  much  in- 
volved with  trade.  The  largest  number  of  businesses  involved  in 
trade  happen  to  be  small  business.  It  just  means  they  are  not  pro- 
ducing the  volume.  How  do  the — produce  and  the  services  in  vol- 
umes and  dollars  come  from  the  larger  ones.  So,  there  is  a  level  of 
proficiency  and  depth.  So,  they  may  have  good  reason  to  be  afraid 
of  trade  and — because  there's  some  difficulty.  Hopefully,  you  can 
overcome  that  difficult  in  doing  that. 

Chairman  Manzullo.  Well,  I  want  to  thank  you  for  coming  here 
this  afternoon.  I'm  sorry  for  the  1  hour  delay  because  of  the  votes 
going  on.  But  the  Energy  and  Water  Appropriations  Bill  passed, 
but  it  took  1  hour  for  the  series  of  votes  to  finish.  So,  we  want  to 
thank  you  again  for  coming,  and  Ms.  Joyce,  we  look  forward  to 
your  answers.  Take  some  time,  work  with  the  other  Members,  and 
let  us  know  your  needs.  It's  not  necessary  to  have  a  hearing,  but 
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let  us  know  your  needs  from  time  to  time.  If  it's  a  simple  need, 
such  as  even  buying  a  copy  machine,  let  us  know. 

Ms.  Joyce.  We  will. 

Chairman  Manzullo.  We'll  see  if  we  can  work  from  this  end  to 
make  these  USEAC's  as  streamlined  as  possible. 

Ms.  Joyce.  Thank  you.  I  appreciate  your  support. 

Chairman  Manzullo.  Thank  you. 

[Whereupon,  at  12:19  p.m.,  the  Subcommittee  was  adjourned, 
subject  to  the  call  of  the  Chair.] 
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STATEMENT  OF  CHAIRMAN  DONALD  MANZULLO 

BEFORE  THE  SUBCOMMITTEE  ON  PROCUREMENT, 

EXPORTS  AND  BUSINESS  OPPORTUNITIES  OF  THE 

HOUSE  SMALL  BUSINESS  COMMITTEE 

'EFFECTIVENESS   OF  U.S.    EXPORT  ASSISTANCE 

CENTERS' 

JULY  25,  1996 

10:00AM  Room  23  59  Ray burn  HOB 

Today,  the  Subconunittee  will  examine  the 
effectiveness  of  the  relatively  new  U.S. 
Export  Assistance  Centers  or  USEAC's. 
Congress  pushed  this  idea  as  part  of  the  1992 
Export  Enhancement  Act.   Now  is  an 
appropriate  time  to  have  an  oversight  hearing 
on  their  continuing  progress. 

Both  the  General  Accounting  Office  and 
the  Inspector  General  of  the  Commerce 
Department  have  completed  a  comprehensive 
review  of  the  USEAC  system.   As  expected  with 
any  new  venture,  there  were  ups  and  downs. 
We  are  not  here  to  play  Monday-morning 
quarterback.   My  aim  is  to  work 
constructively  with  Commerce,  Ex-Im,  and  SBA 
to  see  how  we  can  serve  small  business 
exporters  better. 


26 


I  believe  the  audits  conducted  by  the  GAO  and 
the  IG  have  played  a  very  constructive  role 
in  moving  the  USEAC's  closer  to  the  vision  of 
the  authors  of  the  Export  Enhancement  Act. 

Most  of  the  problems  pointed  out  by  the 
audits  focus  on  lines  of  authority  and 
responsibility,  and  budget  constraints.   My 
long-term  dream  is  to  have,  one  day,  a 
Department  of  Trade,  which  will  have  a 
clearer  mission  mandate  and  a  true  unified 
export  promotion  budget. 

But  that  is  not  why  we  are  here  today. 
Our  first  set  of  witnesses  will  be  the 
auditors  from  the  GAO  and  the  IG  of  Commerce. 
Then,  we  will  proceed  to  agency  witnesses  who 
will  have  the  opportunity  to  comment  on  the 
reports.   The  agency  witnesses  have  first- 
hand knowledge  of  how  the  USEAC's  work 
because  they  are  based  in  the  field. 

With  that,  I  yield  for  an  opening 
statement  by  the  Ranking  Minority  Member, 
Mrs.  Clayton. 
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ADDITIONAL  STATEMENT  OF  CHAIRMAN  MANZULLO 

July  25,  1996 

I  want  to  take  this  opportunity  to  submit  for  the  record  my  comments  on  the  statement  by 
the  Ranking  Minority  Member,  Mrs.  Eva  Clayton,  on  this  hearing  to  clarify  for  those  who  request 
a  copy  of  this  hearing  what  exactly  happened  this  past  week. 

First,  the  focus  of  the  hearing  was  not  to  "glorify  the  weakness  of  the  U.S.  Export 
Assistance  Centers  (USEAC's)."  In  fact,  at  several  points  during  the  hearing,  I  took  great  pains 
to  praise  the  USEAC's  and  the  people  who  work  at  these  centers.    If  anyone  takes  an  objective 
look  at  the  General  Accounting  Office  (GAO)  statement,  one  will  find  an  equal  balance  between 
positive  and  negative  aspects  of  how  the  USE  AC  concept  was  implemented.    And,  where 
improvements  were  needed  to  be  made  to  the  USEAC  system,  they  were  not  the  result  of  "small 
errors."  They  dealt  with  the  heart  and  soul  of  the  operation  of  the  USEAC's  -  staff  performance 
evaluations,  an  accurate  accounting  and  procurement  system,  and  a  consolidated  customer 
tracking  system.  Even  Mrs.  Clayton's  statement  recognized  that  "USEAC's  are  not  a  perfect 
experiment."  Thus,  where  there  are  problems,  we  should  all  work  together  to  see  that  they  are 
ironed  out  in  a  nonpartisan,  constructive,  and  timely  manner. 

Second,  there  was  no  objective  reason  to  delay  the  hearing.  It  is  important  to  highlight 
once  again  that  there  was  no  formal  "blue  book"  GAO  study  on  USEAC's  to  be  released  either 
before  or  afler  the  hearing.  Thus,  if  the  hearing  was  delayed  by  one  day,  one  month  or  one  year. 
Members  of  the  Subcommittee,  including  the  Chairman,  still  would  have  not  received  a  copy  of 
the  GAO  statement  until  48  hours  before  the  hearing,  in  accordance  with  committee  rules.  In 
addition,  Mrs.  Clayton's  staff  received  an  oral  briefing  from  the  GAO  on  the  general  findings  of 
their  audit  on  July  9,  1996.  Thus,  the  Ranking  Minority  Member  had  16  days  to  prepare  for  this 
hearing,  which  is  more  than  adequate,  noting  that  committee  rules  only  require  that  the  minority 
be  given  seven  days  notice  for  a  hearing.  Finally,  the  Inspector  General  (IG)  released  his  report 
on  the  USEAC's  on  March  31,  1996,  four  months  before  the  hearing,  which  could  be  accessed  by 
anyone  by  simply  requesting  a  copy    To  have  delayed  the  hearing,  especially  into  September,  was 
not  necessary  and  would  have  lost  the  focus  of  Members  during  the  last  weeks  of  the  legislative 
session  who  would  have  found  it  difficult  to  give  this  hearing  the  due  diligence  it  deserves. 

Third,  the  hearing  served  a  good  legislative  purpose    The  hearing  focused  the  attention  of 
the  U.S.  Commercial  Service,  the  Export-Import  Bank,  and  the  Small  Business  Administration  to 
resolve  the  three  outstanding  issues  highlighted  in  the  GAO  testimony,  including  the  signing  of 
Memorandums  of  Understanding  (MOU's)  among  the  agencies  to  clarify  any  misunderstandings, 
so  that  they  could  honestly  say  at  the  hearing  that  they  solved  these  problems.  Even  the  Inspector 
General  testified  at  the  hearing  that  within  "the  last  two  to  three  weeks,  (Commerce)  has  done 
some  follow-up."  In  addition,  the  House  will  soon  vote  on  HR  3759,  the  "Exports,  Job,  and 
Growth  Act  of  1996,"  which  reauthorizes,  in  part,  the  export-related  programs  of  the 
International  Trade  Administration  at  Commerce,  which  includes  the  USEAC's.  Also,  the  House 
always  looks  at  trade  promotion  programs  through  the  annual  appropriations  process.  Thus, 
there  was  definitely  a  good  legislative  purpose  behind  this  hearing. 
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Finally,  this  hearing  was  not  partisan  in  tone  or  substance.  As  Chairman,  I've  always 
allowed  the  witnesses  requested  by  the  minority  to  testify  even  beyond  the  minimum  requirement. 
I've  allowed  witnesses  from  the  Clinton  Administration  to  state  their  views.  If  this  hearing  was 
truly  partisan,  I  would  have  only  allowed  the  GAO  and  the  IG  to  testify  in  order  to  bash  the  way 
the  Clinton  Administration  has  handled  the  roll-out  of  the  USEAC's.  That  plainly  didn't  happen 
because  from  the  start  I  had  intended  to  invite  representatives  from  the  various  agencies  to  testify 
on  the  accuracy  of  the  GAO  and  IG  audit  and  I  support  the  creation  and  expansion  of  the  USEAC 
network.  In  fact,  the  GAO  and  the  IG  were  outnumbered  by  Clinton  Administration  personnel  by 
three  to  two,  so  if  there  was  any  partisan  accusation,  it  would  be  that  the  hearing  was  stacked  in 
favor  of  the  Ranking  Minority  Member's  position. 

Once  again,  it  is  important  to  remember  that  even  the  GAO  and  IG  statements  pointed  to 
many  positive  aspects  of  the  USEAC  system.  Thus,  this  hearing  was  the  furthermost  thing  from 
"extraordinary  partisanship."  If  anything,  it  was,  quite  simply,  boilerplate  good  government 
oversight. 

In  conclusion,  this  hearing  on  the  effectiveness  of  the  USEAC's  was  balanced,  timely, 
nonpartisan,  and  served  a  good  legislative  purpose,  notwithstanding  the  statement  made  by  the 
Ranking  Minority  Member.  Thank  you. 
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STATEMENT  OF 

CONGRESSWOMAN  EVA  M.  CLAYTON 

BEFORE  THE  SMALL  BUSEVESS  SUBCOMMITTEE  ON 

PROCUREMENT,  EXPORTS,  AND  BUSINESS  OPPORTUNITIES 

THURSDAY,  JULY  25,  1996 


Mr.  Chairman,  this  morning  the  Subcommittee  stands  convened  to  discuss 
the  "Effectiveness  of  U.S.  Export  Assistance  Centers,  or  USEACs."   At 
issue  is  a  General  Accounting  Office  study  which  found  that,  although  the 
four  original  "pilot  USEACs"  have  been  very  effective  in  meeting  the  needs 
of  its  targeted  costumers  ~  namely  small  and  medium  sized  exporters  ~ 
their  effectiveness  is  hampered  by  a  general  inability  by  the  employees  of 
the  separate  agencies  to  act  as  a  single  unit.   Consequently,  GAO  concluded 
that,  among  other  things,  costumers  were  not  being  referred  to  other 
agencies  and  employees  at  times  duplicated  each  others  efforts.   To  remedy 
this  problem,  GAO  recommended  three  changes  to  the  operational 
structure  of  the  USEACs. 

Although  these  recommendations  are  significant,  they  do  not  signify  a 
rejection  of  the  USEAC  concept.   Indeed,  as  was  stated  earUer,  in  its 
testimony,  GAO  is  complimentary  of  the  overall  performance  of  the 
USEACs  it  surveyed. 
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Furthermore,  many  of  the  agencies  in  question,  have  already  acted  upon  or 
are  in  the  process  of  acting  upon  these  recommendations.   For  example,  in 
response  to  the  GAO's  concerns  regarding  allowing  USEAC  directors  more 
authority  over  evaluating  staff"  from  different  agencies,  both  the  staff  of  the 
Commerce  Department  and  the  SBA  have  already  agreed  to  allow  USEAC 
directors  to  provide  at  least  15%  of  USEAC  stafTs  performance  rating.   In 
this  and  in  many  other  ways,  Mr.  Chairman,  all  the  agencies  participating 
in  the  USEAC  experiment,  have  acknowledged  the  concerns  of  its  critics 
and  have  acted  to  correct  many  of  the  problems. 

From  all  accounts,  then,  USEACs  are  a  vital  part  of  the  United  States 
export  promotion  policy.    Originally  designed  to  integrate  the  many 
different  export  and  finance  assistance  programs  operated  by  the  federal 
government,  USEACs  serve  as  "one-stop  shops"  in  which  trade  specialists 
from  three  government  agencies  ~  the  Commerce  Department,  the  SBA, 
and  the  Export  Import  Bank  ~  assist  small  and  medium  sized  businesses 
interested  in  exporting. 

In  this  body,  we  often  admonish  federal  agencies  to  learn  to  do  more  with 
less. 


31 

Mr.  Chairman,  USEACs  are  doing  just  that. ...they  are  an  excellent 
example  of  agencies  working  in  partnership  with  local  and  state 
governments  to  leverage  its  resources  in  order  to  better  enable  American 
businesses  to  compete  in  the  global  marketplace.   USEACs  are,  I  would 
suggest,  an  innovative  step  toward  providing,  in  a  single  convenient 
location,  hands-on  export  marketing  and  trade  flnance  support  for  small 
and  medium-sized  companies.   Therefore,  Mr.  Chairman,  while  we  should 
continue  to  exercise  due  diligence  in  our  oversight  responsibilities,  we  must 
recognize  and  give  support  to  those  programs  that  by  all  objective  accounts 
has  been  invaluable  to  assisting  small  businesses  export  American  goods 
and  services  abroad. 

Now  I  must  admit,  Mr.  Chairman,  that  ~  in  a  political  environment  which 
has  become  infected  with  extraordinary  partisanship  ~  when  my  staff  first 
informed  me  that  this  hearing  was  scheduled,  I  was  ~  to  say  the  least  ~ 
concerned.    I  was  concerned  for  several  reasons,  but  most  importantly  Mr. 
Chairman,  I  did  not  beUeve  that  the  proximity  of  the  hearing  to  the  August 
recess,  provided  Members  and  the  agencies  in  question  sufficient  time  to 
prepare  for  and  respond  to  the  findings  of  the  GAO  study. 
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However,  over  the  course  of  the  last  two  weeks,  after  speaking  with  you  on 
several  occasions,  followed  by  continued  conversations  between  stafT,  many 
of  my  initial  concerns  were  addressed.   Although  the  hearing  could  not  be 
postponed,  as  I  had  originally  suggested,  I  would  like  to  thank  you  for  your 
cooperation  in  addressing  my  other  concerns. 

Accordingly,  Mr.  Chairman,  as  we  go  forward  in  this  hearing,  I  hope  and 
expect  that  in  future  hearings  we  will  continue  to  cooperate  in  a  bi-partisan 
spirit. 


33 


fi. 


V.S.  DEPARTMENT  OF  COMMERCE    /^\ 
Office  of  Inspector  General    \  ^ra  / 


INTERNATIONAL  TRADE 
A  D MINIS  TRA  TION 

U.S.  Export  Assistance  Centers 
Offer  Reason  for  Optimism,  but 
May  Fall  Short  of  Expectations 

Inspection  Report  No.  IPE-7130  /  March  1996 


i  •   1 


Office  of  Inspections  and  Program  Evaluations 


34 


r^ 


\^j 


UNITED  STATES  DEPARTMENT  OF  COMMERCE 
The  Inspector  General 
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MEMORANDUM  FOR: 


FROM: 


SUBJECT: 


Lauri  Fitz-Pegado 

Assistant  Secretary  and  Director  General, 

U.S.  and  Foreign  Commercial  Service 
International  Trade  Adininistration 


Frank  De( 


Final  Report  on  Inspection  of  US  Export  Assistance  Centers 
(IRM-7130) 


This  is  the  final  report  on  our  evaluation  of  U.S.  Export  Assistance  Centers.  Our  observations  are 
described  in  the  Executive  Summary  on  page  i  and  the  recommendations  are  listed  on  page  38. 

This  report  is  a  follow-up  to  our  December  6,  1995,  draft  report  and  includes  comments  fi'om 
your  February  12,  1996,  written  response.  A  copy  of  the  response  is  included  as  an  appendix  to 
the  report. 

We  thank  US&FCS  personnel  at  headquarters,  the  USEACs,  and  the  regional  oflBces,  as  well  as 
the  officials  and  staff" with  the  Small  Business  Administration  and  the  Export-Import  Bank,  for  the 
assistance  and  courtesies  extended  to  us  during  our  review. 


Attachment 


cc:        Tim  Hauser,  Acting  Under  Secretary 
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EXECUTIVE  SUMMARY 

For  too  long,  the  federal  government's  efiforts  to  deliver  export  marketing  and  trade  finance 
assistance  have  been  chararterized  by  duplication  and  gaps  in  service  delivery.  The  effect  of  this 
has  been  to  create  obstacles  for  exporters  seeking  federal  marketing  and  trade  finance  assistance. 
In  recognition  of  this,  the  U.S.  Congress  enacted  the  Export  Enhancement  Act  of  1992,  directing 
the  Commerce  Department  to  take  the  lead  in  setting  up  "one-stop  shops"  to  assist  U.S. 
exporters. 

These  one-stop  shops,  now  known  as  U.S.  Export  Assistance  Centers,  are  intended  to  integrate 
the  representatives  and  assistance  of  the  three  principal  agencies  providing  export  promotion 
services—the  U.S.  and  Foreign  Commercial  Service',  Small  Business  Administration,  and  Export- 
Import  Bank  of  the  United  States,  as  shown  below. 


Export  Assistance  Centers 


Provide  export  marketing  and  trade  finance  at 
convenient  'one-stop"  locations  and  use  the 
latest  technology  to  bring  export  assistance  to 
U.S.  exporters'  doorstep. 


\ 


In  assessing  the  USEAC  program  as  it  evolved,  we  found  reason  to  be  optimistic  that  U.S. 
exporters  should  increasingly  receive  improved  trade  promotion  assistance  fi-om  the  federal 


'  The  US&FCS  is  also  known  as  the  Commercial  Service  of  the  United  States,  or  "the 
Commercial  Service." 
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government  and  its  public  and  private  partners.  At  the  same  time,  there  is  great  cause  for  concern 
about  the  future  of  the  program  and  making  the  one-stop  shops  a  reality. 

The  key  objective  of  the  USEACs  is  to  enhance  and  expand  federal  export  marketing  and  trade 
finance  services  through  greater  cooperation  and  coordination  between  federal,  state,  and  local 
partners.  More  specifically,  the  USEAC  concept  proposes  placing  more  trade  specialists  in  areas 
with  the  highest  concentrations  of  potential  export  clients  and  improving  their  out-of-ofl5ce 
counseling  through  enhanced  telecommunications  and  computer  technology.  But  of  greater 
importance,  the  USEAC  program  recognizes  the  need  for  strengthening  the  often  neglected— yet 
crucial— trade  finance  support  for  U.S.  exporters  and  merges  that  support  with  trade  promotion 
efforts. 

To  develop  a  strategy  and  plan  for  implementing  a  network  of  USEACs,  the  federal  interagency 
Trade  Promotion  Coordinating  Conunittee  formed  the  Senior  Policy  Working  Group,  consisting 
of  senior  management  representatives  of  US&FCS,  SB  A,  and  Ex-Im  Bank.  Through  this  group, 
the  first  four  USEACs  were  established  in  January  1994  as  "pilot"  sites  in  Baltimore,  Chicago, 
Long  Beach,  and  Miami. 

The  Senior  Policy  Working  Group  later  devised  a  nationwide  plan  to  set  up  1 1  additional 
USEACs,  for  a  total  of  15  regional  EACs  by  the  end  of  1995.  The  group  developed  a  site 
selection  model  to  identify  those  states  that  had  the  greatest  export-growth  potential,  and  had  the 
best  mix  of  local  public/private  resource  partners  and  export  infi-astructure.  To  complete  the 
network,  the  plan  eventually  calls  for  83  satellite,  or  "spoke,"  ofiBces,  most  of  which  are  former 
US&FCS  district  or  branch  ofiBces,  and  each  of  which  will  be  linked  operationally  to  one  of  the 
planned  15  "hub"  regional  EACs  (see  map,  at  Appendix  B). 

As  would  be  expected,  the  working  group  representatives,  and  others  working  to  make  the 
USEACs  a  reality,  had  to  confront  some  difiBcult  issues  as  they  attempted  to  address  such  matters 
as  (1)  the  logistical  problems  associated  with  mass  relocations,  (2)  insuflBcient  staff  resources, 
(3)  fijnding  constraints  confronting  the  participating  agencies,  and  (4)  other  matters  inherent  in 
any  undertaking  of  this  magnitude.  As  we  discuss  in  the  following  sections,  some  of  these  issues 
were  handled  well,  others  were  handled  poorly,  and  some  were  not  handled  at  all. 

Testing  the  Concept  at  the  Pilot  Centers 

Under  the  primary  leadership  of  US&FCS  managers  and  with  support  from  SBA  staff,  Ex-Im 
Bank  oflBcials,  and  others,  a  great  deal  of  effort,  dedication,  and  creativity  have  been  put  into 
designing  and  implementing  the  USEAC  program.  The  four  pilot  one-stop  centers  were 
established  to  test  the  USEAC  concept.  Specifically,  these  centers  were  designed  to  test  theories, 
ideas,  and  approaches  on  how  to  best  deliver  services  directly  to  clients  or  refer  them  to 
appropriate  public  and  private  sector  partners  by  integrating  the  representatives  of  the  three 
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agencies,  and  other  public/private  sector  interests.  Recognizing  that  no  single  design  for  one-stop 
shops  would  work  nationally,  the  working  group  developed  three  approaches  for  the  pilot  sites: 
(1)  collocate  the  resources  of  US&FCS,  SBA,  and  Ex-Im  Bank  in  an  existing  US&FCS  district 
oflBce  (Chicago);  (2)  consolidate  all  three  agencies'  resources  into  a  world  trade  center  (Baltimore 
and  Long  Beach);  and  (3)  collocate  all  three  agencies  at  a  mutually  agreed  upon  site  (Miami). ^ 
Each  of  the  agencies  headed  at  least  one  pilot  EAC.  Commerce  took  the  lead  at  two. 

During  our  discussions  with  U.S.  exporters,  representatives  from  the  private  sector,  and  federal, 
state,  and  local  government  personnel  who  had  worked  with  the  pilot  centers,  we  found  that  most 
were  hopeful  that  the  nation's  export  assistance  delivery  system  will  now  more  successfully  link 
the  federal  government's  trade  finance  resources  with  export  marketing  services.  It  was  also  the 
consensus  of  those  interviewed  that  the  USEAC  concept,  if  fully  and  properly  implemented, 
should  be  able  to  better  utilize  the  considerable  trade  finance  and  trade  promotion  resources 
available  through  state  and  local  public/private  resource  partners. 

In  visiting  each  of  the  four  pilot  sites,  we  made  other  positive  and  negative  observations. 
Beginning  on  page  three,  we  discuss  these  observations,  including  the  following: 

1.  The  staff  at  the  pilot  sites,  for  the  most  part,  were  energetic,  enthusiastic,  and  committed  to 
making  the  USEACs  a  success-H-econfirming  the  importance  of  having  the  right  people,  in  the 
right  place,  at  the  right  time. 

2.  The  early  training  program  for  the  USEAC  staff  assigned  to  the  pilot  sites  lacked  focus  and 
depth— and  hence  did  not  properly  prepare  some  of  the  pilot  staff  for  the  challenges  that 
awaited  them. 

3.  Joint  counseling  by  the  three  agencies'  staff  at  some  sites  got  off  to  a  very  slow  start— leaving 
this,  an  integral  part  of  the  USEAC  concept,  to  chance  and  uncertainty. 

4.  Some  of  the  management,  leadership,  and  staffing  problems  that  quickly  surfeced  at  the  pilots 
were  not  addressed  in  a  timely  manner— often  allowing  them  to  fester. 

Fortunately,  most  of  the  problems  can  be,  or  are  being,  resolved  as  the  USEAC  program  evolves. 
After  all,  pilots  are  intended  to  serve  as  a  prototype  for  future  development  after  identifying  (1) 
things  that  are  working  well  and  (2)  problems  to  be  corrected  and  approaches  to  be  modified 
before  the  final  product  is  completed.  We  are  very  concerned,  however,  that  the  key  "hub  and 
spoke"  aspect  of  the  program  was  not  tested  during  the  pilot  phase.  In  fact,  the  crucial  spoke 


^  "Toward  a  National  Export  Strategy,  U.S.  Exports  =  U.S.  Jobs,"  Report  to  the  U.S. 
Congress,  September  30,  1993,  Trade  Promotion  Coordinating  Committee,  p.  14. 
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component  of  the  USE  AC  program  existed  only  in  concept  and  has  been  tested  operationally  on  a 
limited  basis  (several,  but  not  all,  spokes  have  been  officially  opened).  It  is  not  clear  whether  or 
how  the  spokes  will  operate  under  the  hubs  to  provide  a  coordinated,  expanded  menu  of  services 
while  staffed  only  by  US&FCS  personnel.  At  this  point,  US&FCS  officials  and  other  program 
managers  have  decided  to  roll  out  the  USEAC  network  and  assume  that  the  hub  and  spoke  aspect 
of  the  concept  will  work  in  practice.  As  we  discuss  below,  there  is  a  great  deal  of  risk  associated 
with  this  assumption  coupled  with  some  of  the  other  issues  confronting  the  USEAC  program. 

Rollout  of  USEAC  Network  Faces  Uncertainty 

The  new  alignment  of  offices  will  result  in  the  growth  of  US&FCS  domestic  locations  from  a  mid- 
1994  level  of  69  (including  the  four  new  USEAC  sites)  to  a  proposed  level  of  about  100. 
Fundamental  to  the  USEAC  concept  is  the  notion  that  federal  trade  agencies  will  work  together 
to  address  the  long-standing  problems  and  concurrently  pursue  new  and  innovative  ways  to 
improve  the  nation's  export  assistance  delivery  system.  The  true  test  of  these  agencies' 
commitment  Ues  primarily  in  their  participation  and  actual  investments  in  the  program. 
Unfortunately,  even  at  this  early  jimcture,  there  are  indications  that  the  USEACs  may  not  come 
close  to  expectations  for  various  reasons,  including  the  following: 

♦  There  is  a  weakness  in  the  USEAC  management  structure  that  does  not  allow  for  site 
directors  to  have  primary  authority  and  input  over  important  budget  matters,  employee 
performance  appr^sals,  local  program  strategy,  and  other  actions  that  are  necessary  to  make 
the  hub  USEACs  function  as  a  imified  entity.  (See  page  18.) 

♦  ITA's  long-standing  organizational  structure  problems,  coupled  with  its  many  priorities  and 
initiatives  (e.g.,  USEACs,  Big  Emerging  Markets,  Showcase  Europe)  which  at  times  appear 
to  be  competing  with  rather  than  complementing  each  other,  make  a  difficult  task  seem  almost 
impossible.  (See  page  24.) 

♦  The  US&FCS  has  not  provided  its  expected  levels  of  staff  resources.  (See  page  24.) 

♦  It  is  unclear  whether  (1)  the  currently  proposed  number  of  spoke  locations  (representing  an 
increase  of  33  US&FCS  offices)  are  all  needed,  and  (2)  the  choice  of  locations  is  still  valid 
given  that  their  selection  was  based  on  1987  economic  census  data  (See  pages  8  and  26.) 

♦  SB  A  appears  unable  to  honor  its  commitment  to  the  planned  level  of  field  staff  resources. 
(See  page  27.) 

♦  Ex-Im  Bank  is  unable  or  unwilling  to  make  the  kinds  of  internal  adjustments  to  enhance  the 
USEAC  network,  e.g.,  assigning  staff  resources  to  each  regional  USEAC.  (See  page  28.) 
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♦  The  USEAC  program  lacks  a  reliable  system  for  identifying,  measuring,  and  reporting 
programmatic  accomplishments.  (See  page  32.) 

♦  There  is  continuing  confusion  about  US&FCS's  regional  manager  structure  and  unanswered 
questions  about  whether  it  provides  the  proper  management  oversight  of  the  USEAC 
program.  (See  page  34.) 

♦  USEAC  pilot  sites  did  not  test,  and  the  existing  USEACs  do  not  have,  the  full  range  of 
telecommunications  and  computer  technology  needed  to  put  trade  specialists  in  closer  contact 
with  their  clients  and  improve  their  ability  to  provide  out-of-office  counseling,  as  envisioned 
by  the  USEAC  concept.  (See  page  37.) 

♦  Opportunities  exist  for  the  USEACs  to  offer  additional  and  improved  information  products 
and  services  to  USEAC  staff"  and  their  clients,  and  to  deliver  the  National  Trade  Data  Bank  in 
a  more  user-fiiendly  medium.  (See  page  37.) 

Recommendations 

Beginning  on  page  39,  we  make  recommendations  to  the  Assistant  Secretary  and  Director 
General  of  US&FCS  to  improve  the  effectiveness  of  Export  Assistance  Centers  and  US&FCS's 
interagency  leadership  of  this  program. 


In  its  February  12,  1996,  written  response  to  our  draft  report,  US&FCS  generally  agreed  with  our 
observations  and  recommendations.  Where  appropriate,  we  have  provided  additional  information 
to  address  US&FCS's  comments  in  response  to  specific  sections  of  our  report.  A  copy  of 
US&FCS's  complete  response  to  the  report,  including  responses  fi^om  SBA  and  Ex-Im  Bank,  are 
attached,  as  Appendix  C.  The  actions  taken,  and  those  planned-when  implemented— will  meet 
the  intent  of  our  recommendations. 


43 


U.  S.  Department  of  Commerce                                                                Final  Inspection  Report 
Office  of  Inspector  General IPE-7130 

INTRODUCnON 

The  Office  of  Inspector  General  conducted  an  evaluation  of  US&FCS  and  its  partners'  ongoing 
efiforts  to  establish  U.S.  Export  Assistance  Centers  throughout  the  country.  Our  review  focused 
initially  on  the  establishment  of  the  centers  in  four  cities:  Long  Beach,  California;  Miami,  Florida; 
Baltimore,  Maryland;  and  Chicago,  Illinois,  and  on  the  continuing  efforts  to  establish  a  network  of 
centers. 

Evaluations  are  special  comprehensive  reviews  that  the  OIG  undertakes  to  give  agency  managers 
ciuTcnt  information  about  operations,  including  existing  and  foreseeable  problems.  Evaluations 
are  also  conducted  to  detect  fraud,  waste,  and  abuse  and  encourage  effective,  efficient,  and 
economical  operations.  By  highlighting  problems,  the  OIG  strives  to  help  managers  address 
problems  now  and  avoid  their  recurtence  in  the  future. 

PURPOSE  AND  SCOPE 

The  purpose  of  our  evaluation  was  to  assess  the  development  and  rollout  of  the  U.S.  Export 
Assistance  Centers  (USEACs)  to  determine  if  they  are  meeting  the  goals  and  objectives  as  set 
forth  by  the  Export  Enhancement  Act  of  1992  and  the  Trade  Promotion  Coordinating  Committee, 
and,  if  so,  how  effectively  and  efficiently  they  are  doing  so. 

We  examined  the  work  US&FCS  performs  through  the  USEACs,  the  amount  of  resources 
involved,  and  the  adequacy  of  oversight  by  management.  We  have  also  assessed  the  plaiming  and 
implementation  actions  taken  by  US&FCS  to  capitalize  on  the  experience  of  the  first  four  pilot 
centers  as  it  continues  to  open  additional  USEACs  nationwide. 

We  conducted  our  evaluation  at  the  four  USEAC  sites  from  December  1994  through  January 
1995.  Additional  work  was  condurted  at  various  US&FCS  field  sites  and  proposed  USEACs. 
Moreover,  extensive  inspection  work  was  done  at  International  Trade  Administration 
headquarters  in  Washington,  D.C.,  and  more  limited  work  was  completed  at  the  Small  Business 
Administration  and  the  Export-Import  Bank  of  the  United  States.  We  examined  pertinent 
documents  and  records  and  interviewed  US&FCS,  SB  A,  and  Ex-ImBank  officials  and  staff 
members,  as  well  as  clients  and  numerous  others  who  had  been  involved  with  the  USEAC 
program. 

The  evaluation  was  conducted  in  accordance  with  both  the  Inspector  General  Act  of  1978,  as 
amended,  and  Department  Organization  Order  10-13,  dated  May  22,  1980,  as  amended.  It  was 
performed  under  the  Quality  Standards  for  Inspections  issued  by  the  President's  Council  on 
Integrity  and  Efficiency. 
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BACKGROUND 

In  Title  II  of  the  Export  Enhancement  Act  of  1992,  the  Congress  gave  the  Trade  Promotion 
Coordinating  Committee  (TPCC)  the  legislative  authority  to  undertake  its  goal  of  streamlining  the 
federal  government's  export  promotion  activities.  The  following  year,  TPCC,  under  the 
chairmanship  of  the  Secretary  of  Commerce,  issued  its  first  report  to  the  Congress,  in  which  it 
highlighted  the  problems  confi-onting  U.S.  exporters  seeking  to  take  advantage  of  federal 
government  programs  and  services.  Namely,  this  report  noted,  as  the  Commerce  OflSce  of 
Inspector  General,  General  Accounting  Office,  and  others  had  previously  reported,  that  there  is  a 
confusing  array  of  federal  agencies  with  often  overlapping  and  even  duplicative  trade  promotion 
efforts.  The  report  cited  the  primary  deficiencies  resulting  fi-om  this  disarray  to  be:  (1)  the  lack  of 
one  centralized  place  in  which  exporters  could  access  domestic  export  services;  and  (2)  the  lack 
of  fiill  integration  of  trade  finance  assistance  with  information,  marketing,  and  counseling  services. 

To  improve  the  effectiveness  of  federal  export  promotion  services,  the  report  recommended  the 
establishment  of  "one-stop  shops  to  provide  local  export  communities  a  single  point  of  contact  for 
all  federal  export  promotion  and  finance  programs."^  These  one-stop  shops  would  integrate 
representatives  of  the  Department  of  Commerce,  Small  Business  Administration  (SB  A),  and 
Export-Import  Bank  of  the  United  States  (Ex-Im  Bank).  Within  this  mix  of  agencies.  Commerce, 
through  its  U.S.  and  Foreign  Commercial  Service  (US&FCS),  would  be  the  primary  provider  of 
export  promotion  and  counseling  services;  SBA  would  promote  and  provide  export  capital  and 
finance  coimseling;  and  £x-Im  Bank  would  focus  exclusively  on  trade  finance  for  exporters. 

The  establishment  of  one-stop  shops  was  one  of  four  recommendations  the  TPCC  developed  to 
accomplish  the  following  six  goals  addressing  federal  domestic  export  promotion  services: 


1.  Develop  a  more  rational,  efficient,  and  coordinated  delivery  network  through  the 
establishment  of  one-stop  shops. 

2.  Streamline  the  federal  government's  role  in  export  promotion  and  trade  finance. 

3.  Assure  the  delivery  of  consistent,  high-quality,  e}q)ort-related  information,  trade  leads, 
country  and  sectoral  analysis  and  counseling. 

4.  Provide  guidance  and  assistance  on  e^ort  finance  strategies,  programs,  and  resources. 


'  Trade  Promotion  Coordinating  Committee,  p.  14. 
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5.  Assist  in  matching  client  needs  with  the  range  of  available  public  and  private  sector  ejqjort 
service  providers. 

6.  Support  a  network  of  export  facilitation  services  that  is  competitive  with  those  of  U.S. 
trading  partners. 
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OBSERVATIONS  AND  CONCLUSIONS 

L    EXPORT  COMMUNITY  VOCAL  REGARDING  THE  USEAC  PROGRAM 

Overwhelming  Optimism  About  the  USEAC  Program's  Potential 

USEACs  are  expected  to  enhance  and  expand  federal  export  marketing  and  trade  finance  services 
for  small  and  mediimi-sized  businesses  through  greater  cooperation  between  federal,  state,  and 
local  government,  and  private  partners.  By  providing—ideally  in  one  location— services  that 
uniquely  complement  each  other  but  historically  have  not  been  offered  in  an  integrated  manner, 
the  USEAC  concept  aims  to  streamline  and  concurrently  improve  federal  export  services  to  U.S. 
exporters.  This  approach  represents  a  significant  shift  m  the  way  the  federal  government  will 
cany  out  its  U.S. -based  export  assistance  programs.  Not  only  is  the  new  network  of  centers 
intended  to  place  more  trade  specialists  in  closer  contact  with  U.S.  exporters,  but  the  information 
technology  support  is  being  structured  to  improve  their  out-of-ofl5ce  counseling  through  the  use 
of  enhanced  telecommunications  and  computer  capabilities. 

The  USEAC  concept  expects  that  the  government's  primary  domestic  export  promotion  agency, 
the  U.S.  and  Foreign  Commercial  Service,  will  take  the  lead  and  place  its  trade  specialists 
nationwide  in  those  areas  with  the  highest  concentrations  of  potential  export  clients.  Government 
managers  have  identified  those  areas  of  greatest  concentration  by  using  such  economic  data  firom 
the  1987  Economic  Census  as:  (1)  the  number  of  service  establishments,  (2)  the  number  of 
manufacturing  establishments,  and  (3)  the  dollar  volume  of  manufacturing  exports.  With  this 
data,  they  have  begun  to  structure  and  implement  a  network  of  centers  that  can  better  serve  U.S. 
exporters. 

As  we  conducted  our  assessment  of  this  monumental  effort  to  fix  the  government's  export 
promotion  and  export  financing  services,  we  were  ever  mindful  that  the  most  important  test 
would  be  to  determine  how  the  export  community  feels  about  the  new  USEAC  program.  Hence, 
we  interviewed,  and  held  many  discussions  regarding  the  one-stop  centers  with,  U.S.  exporters, 
representatives  fi^om  the  private  sector,  as  well  as  the  federal,  state,  and  local  government 
personnel  who  are  creating  or  working  with  the  pilot  centers.  During  these  interviews,  we  were 
fi"equently  reminded  that  too  often  in  the  past  the  federal  system  (1)  has  been  unable  to  effectively 
and  eflBciently  deliver  export  assistance  services  to  U.S.  companies,  (2)  has  had  gaps  in  services 
or  unnecessary  duplication  of  effort,  and  (3)  was  not  "user  fiiendly."  Hence,  the  move  to 
establish  USEACs  is,  in  their  opinion,  an  important  effort  to  streamline  that  system  and  eliminate 
these  problems.  It  appeared  clear  to  the  export  community  experts  that  the  anticipated  benefit  of 
streamlining  and  combining  the  federal  government's  export  promotion  and  trade  finance  efforts 
should  be  realized  through  the  collocation  of,  and  greater  interaction  between,  US&FCS,  SBA, 
and  £x-Im  Bank. 

Again,  it  is  important  to  note  that,  overwhelmingly,  most  interviewees  were  hopefijl  that  the 
nation's  domestic  export  assistance  delivery  system  will  now  more  successfully  link  the  federal 
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government's  trade  finance  resources  with  export  marketing  services.  It  was  also  the  consensus 
of  those  representatives  interviewed  fi^om  the  export  community  that  the  U.S.  Export  Assistance 
Center  concept—if  properly  implemented— should  be  able  to  better  utilize  the  considerable  trade 
finance  and  trade  promotion  resources  available  through  state  and  local  public/private  resource 
partners. 

IL  TESTING  THE  USEAC  PROGRAM  CONCEPT  AT  THE  PILOT  CENTERS 

To  develop  and  test  a  workable  strategy  and  plan  for  implementing  a  network  of  USEACs,  the 
Senior  Policy  Working  Group;  (1)  opened  the  first  four  (pilot)  USEACs;  (2)  developed  a  training 
program;  (3)  recruited  the  staff  members;  (4)  planned  the  lo^stics  for  the  individual  sites; 
(5)  monitored  and  assessed  the  pilot  center  operations;  and  (6)  as  appropriate,  made  some 
necessary  adjustments  and  changes  aimed  at  improving  the  USEAC  program. 

Clearly,  restructuring  the  nation's  delivery  of  export  promotion  and  trade  finance  services  was  a 
monumental  undertaking.  In  an  effort  to  develop  and  hopefiilly  maintain  the  participation  and 
commitment  of  US&FCS,  SBA,  and  Ex-Im  Bank,  it  was  decided  that  each  of  these  first  four  sites 
would  have  one  of  the  three  participating  agencies  as  the  lead  agency:  US&FCS  would  be  in 
charge  of  the  Baltimore  and  Miami  USEACs,  Ex-Im  Bank  would  lead  the  Chicago  office,  and 
SBA  would  manage  the  Long  Beach  site.  All  four  sites  were  opened  in  late  January  1994. 

While  the  pilot  sites  were  being  created,  TPCC,  through  its  working  group,  evaluated  other  U.S. 
cities  to  determine  the  best  location  for  1 1  additional  USEACs  to  be  established  in  1995.  Starting 
with  the  same  US&FCS  resource  allocation  model  used  to  identify  states  and  cities  with  the 
greatest  export-growth  potential,  the  working  group  then  applied  qualitative  factors,  such  as  the 
existing  export  infi'astructure  and  federal  agency  presence  in  the  major  cities,  to  make  the  final 
selections. 

A.  Testing  Various  Operational  and  Logistical  Approaches  Was  a  Good  Idea 

The  four  pilot  sites  were  established  in  Baltimore,  Chicago,  Los  Angeles  (Long  Beach),  and 
Miami.*  The  four  pilots  were  intended  to  test  several  practical  approaches  and  select  the  best 
features  fi'om  them  to  subsequentiy  improve  the  design  and  establishment  of  possible  one-stop 
shops  in  additional  sites. 

In  designing  the  pilot  USEAC  sites,  the  working  group  correctly  recognized  that  no  single  design 
for  one-stop  shops  would  work  nationally  and,  therefore,  it  developed  three  different  approaches 
for  the  pilot  sites  as  a  means  of  testing  the  concept  on  a  nationwide  basis.'  These  models  were: 


*  Trade  Promotion  Coordinating  Committee,  p.  14. 
'  Trade  Promotion  Coordinating  Committee,  pp.  14-15. 

"'      5 
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o    Model  A:  Collocate  all  of  the  export-related  resources  of  US&FCS,  SBA,  and  Ex-Im  Bank 
into  an  existing  US&FCS  office  (Chicago). 

o    Model  B:  Relocate  and  consolidate  all  export-related  resources  of  US&FCS,  SBA,  and  Ex- 
Im  Bank  into  a  world  trade  center,  or  comparable  facility,  with  other  public  and 
private  export  promotion  service  providers  (Baltimore  and  Long  Beach). 

o    Model  C:  Collocate  all  of  the  export-related  resources  of  US&FCS,  SBA,  and  Ex-Im  Bank 
at  a  mutually  agreed-upon  site  and,  over  a  three-year  period,  shift  the  approach  of 
the  office  from  one  providing  direct  client  services  (retailing)  to  one  providing 
strictly  indirect  services  (wholesaling)  via  local  trade  intermediary  organizations, 
such  as  state  offices  and  private  sector  providers  of  export  promotion  services 
(Miami). 

We  believe  that  US&FCS  and  the  interagency  working  group  should  continue  to  be  flexible  in 
allowing  the  best  particular  "model"  to  be  adopted  by  the  remaining  hub  USEACs  that  most 
efiFectively  and  efficiently  capitalizes  on  the  resources  (federal,  state,  local  government,  and 
private  sector)  available  in  each  city.  It  is  also  important  to  note  that  while  it  appears  to  take  a 
good  deal  of  time  and  effort  to  identify  the  available  resource  partners,  assess  their  level  of 
commitment,  assess  the  resources  and  expertise  they  can  commit  to  a  joint  export  assistance 
e£fort,  and  secure  that  commitment,  it  has  been  shown  to  be  essential  to  have  as  many  as  possible 
of  these  issues  resolved  early.  This  is  important  since  during  our  review,  we  frequently  heard  that 
the  timetable  for  rolling  out  the  remaining  USEACs  is  driven  more  by  the  momentum  of  political 
expediency  rather  than  by  the  planned  and  deliberate  evolution  of  each  commimity  to  be  in  a 
position  to  fully  support  and  participate  in  the  USEACs  activities. 

B.  USEACs  Have  Potential  to  Address  National  Export  Strategy's  Goals 

As  noted,  the  primary  purpose  behind  the  creation  of  Export  Assistance  Centers  was  to 
incorporate  the  federal  government's  trade  finance  efforts  vnth  its  export  marketing  activities.  In 
TPCC's  initial  report  to  the  Congress  in  1993,  the  establishment  of  one-stop  shops  was  one  of 
four  primary  recommendations  aimed  at  accomplishing  the  specific  six  goals  for  federal  domestic 
export  promotion  services.  The  USEACs  are  crucial  to  the  federal  govenunent's  pursuit  of  these 
goals. 

Although  the  establishment  of  all  USEACs  is  far  from  complete,  as  we  examined  the  pilot  centers 
and  conducted  additional  evaluation  work  on  the  USEAC  program,  we  concluded  that  there  is 
sufficient  evidence  to  suggest  that  US&FCS  and  other  government  officials  are  actively  pursuing 
the  following  prescribed  six  goals: 

1.   Develop  a  more  rational,  efficient,  and  coordinated  delivery  network      *P 
through  the  establishment  of  one-stop  shops. 
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SBA,  Ex-Im  Bank,  and,  in  particular,  US&FCS  ofiBcials  should  be  commended  for  - 
their  eflforts  thus  far  in  working  together  to  develop  and  promote  the  USEAC 
network—a  network  that  clearly  has  the  potential  to  become  a  coordinated  delivery 
network  of  quality  services  for  U.S.  exporters. 


Z  Streamline  thefedertH  gavemnient^s  role  in  export  promotion 
and  trade  Jinan  ce. 

US&FCS,  SBA,  and  Ex-Im  Bank— through  their  collocation  and  with  their 
commitment  and  increased  efiforts  to  work  with  city,  state,  and  local  governments,  and 
private  partners— have,  in  feet,  begun  to  streamline  the  federal  government's  role  in 
export  promotion  and  trade  finance. 

?.   Asstrreiket^veiJirofeonsistent,'Mgh-qua^,exp(rrt'reUitedittfprm^        ' 
trade  leads,  country  and  sectoral  analysis  and  counseling. 

While  only  time  will  tell  how  things  will  operate  under  the  USEACs,  US&FCS  trade 
specialists  continue  to  have  primary  responsibility  for  gathering  export-related 
information  through  contacts  at  overseas  posts  and  other  sources.  Fortunately, 
US&FCS  already  has  a  &irly  good  reputation  for  its  trade  data  system  and  capabilities. 
Such  data  should  improve  under  the  USEAC  program  and  will  be  available  to  any 
client  using  a  USEAC. 

and  resources^  '* 

Ex-Im  Bank  and  SBA  are  expected  to  have  the  lead  on  "finance"  strategies  and  related 
issues.  There  are  some  problems  that  require  management's  attention,  but  the  existing 
expertise  and  ongoing  training  of  USEAC  staff  should  ensure  that  they  are  better 
prepared  to  assist  clients  in  developing  export  finance  strategies  and  programs,  and  in 
identifying  export  opportunities. 

•S.  Assist  ht  matching  client  needs  witk  the  range  of  avmlttble public  and 
'    private  sector  export  service  providers. 

The  pilot  one-stop  shops  have  demonstrated  their  ability  to  coordinate  trade  finance 
and  export  promotion  efforts  with  the  state  and  local  governments  as  well  as  with 
private  sector  resources  to  better  assist  their  clients. 

6.   Support  a  network  of  export  facilitation  services  that  is  competitive  with 
those  of  U.&  trading  partners 

It  is  the  general  consensus  of  many  in  the  export  community  that  the  U.S.  government 
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has  not  invested  a  level  of  funding  and  resources  comparable  to  that  of  our  major 
competitors.  It  is  hoped,  however,  that  with  the  establishment  of  the  USE  AC 
network,  the  United  States  will  be  in  a  more  competitive  position. 

Notwithstanding  some  of  the  concerns  discussed  later  in  this  report,  the  establishment  of 
one-stop  shops,  or  Export  Assistance  Centers,  clearly  has  the  potential  to  result  in  a  more 
rational,  eflBcient,  and  coordinated  delivery  network,  compared  to  the  past,  when 
exporters  were  unaware  of,  or  unable  to  access,  many  of  the  available  federal  export 
assistance  services. 

C.  US.&FCS  Has  Not  Property  Tested  "Hub  and  Spoke"  Component  of  USEAC 
Concept 

Recognizing  that  the  federal  government  lacked  the  fimding  and  resources  necessary  to 
fiJly  staff  one-stop  centers  at  all  key  locations,  the  Senior  Policy  Working  Group,  an 
interagency  working  group  of  US&FCS,  SBA,  and  Ex-Im  Bank  senior  oflBcials,  further 
devised  a  "hub  and  spoke"  approach  to  its  USEAC  network.  The  "hubs,"  or  regional 
Export  Assistance  Centers,  will  be  those  sites  where  all  three  agencies  collocate  to 
integrate  their  export  marketing  and  trade  finance  assistance,  with  trade  specialists  and 
finance  specialists  to  provide  direct  counseling  to  clients  whOe  also  wholesaling 
government  services  to  the  district  EACs  and  public/private  partners.  The  "spokes,"  or 
district  Export  Assistance  Centers,  which  will' utilize  the  network  of  existing  US&FCS 
district  and  branch  offices,  will  be  the  satellite  offices  linked  operationally  to  the  hubs  (see 
map,  at  Appendix  B).  The  spokes,  with  their  limited  resources,  will  be  highly  dependent 
on  the  hubs  and,  thus,  are  expected  to  establish  and  maintain  strong  links  with  the  hubs 
and  use  them  to  offer  clients  specialized  trade  finance  assistance.  At  the  same  time,  the 
spokes  are  also  intended  to  enable  US&FCS  to  better  distribute  its  field  offices  and  staff 
resources  by  placing  them  closer  to  their  clients.  Present  plans  call  for  US&FCS  to  open  a 
total  of  33  new  offices  to  complete  the  hub  and  spoke  network  by  the  end  of  1996.  The 
overall  plan  for  the  USEAC  program,  for  15  hub  locations  connected  to  83  spokes.  It 
remains  to  be  seen  whether  the  total  number  of  USEAC  sites  is  feasible,  given  the 
continuing  constraint  on  federal  resources. 

While  the  hub  and  spoke  network  may  work  well  in  concept,  there  are  serious  questions 
and  concerns  whether  the  network  will,  in  practice,  work  as  envisioned  because  most  of 
the  hubs  but  only  a  small  number  of  spokes  have  thus  far  been  estabhshed.  During  our 
interviews  and  discussions  with  many  USEAC  clients,  US&FCS  field  staS^  as  well  as 
public- and  private  sector  personnel  actively  involved  in  the  support  and  rollout  of  the 
USEAC  program,  there  was  a  great  deal  of  concern  and  skepticism  about  the  spokes' 
ability  to  offer  and  deliver  the  full  range  of  one-stop  trade  services.  They,  too,  note  that  in 
concept,  the  hub  and  spoke  network  sounds  possible.  However,  it  is  not  clear  whether,  or 
how,  the  spokes  will  operate  under  the  hubs  to  provide  a  coordinated,  expanded,  menu  of 
services  while  staffed  only  by  US&FCS  personnel.  At  this  point,  US&FCS  officials  and 
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other  program  managers  have  decided,  in  the  interest  of  time  and  political  expediency,  to 
roll  out  the  USEAC  network  and  assume  that  the  hub  and  spoke  aspect  of  the  concept 
will  work  in  practice.  Unfortunately,  there  is  risk  associated  with  this  assumption— 
especially  in  view  of  some  of  the  other  issues  confronting  the  USEAC  program  that  are 
discussed  in  this  report.  This,  in  our  opinion,  is  a  major  flaw  in  planning  and  testing  the 
USEAC  concept,  and  could  potentially  prove  to  be  problematic  as  the  USEAC  network  is 
rolled  out. 

The  few  spoke  centers  that  were  open  during  the  testing  period  did  not  afford  program 
managers  the  levels  of  review  and  evaluation  to  see  if  the  concept  would  work  in  practice. 
We  found,  for  example,  that  while  the  district  EAC,  or  spoke,  in  Ontario,  California,  was 
opened  in  April  1995,  it  cannot  be  considered  a  test  of  the  hub  and  spoke  network.  To 
constitute  a  proper  test  of  the  concept,  (1)  the  Long  Beach  USEAC  hub  should  have  had 
most,  if  not  all,  of  its  spoke  offices  opened  at  the  same  time,  allowing  the  spokes  to  make 
and  test  the  normal  demands  on  their  hub  while  it  was  open  and  operational  for  a 
designated  period,  and  then  (2)  thoroughly  evaluate  the  operating  relationships  of  a  fully 
operational  hub  and  its  corresponding  spokes.  Clearly,  this  was  not  done. 

While  the  hub  and  spoke  network  may  work  well  in  concept,  there  are  serious  questions 
and  concerns  whether  the  network  will,  in  practice,  work  as  envisioned.  During  our 
interviews  and  discussions  with  many  USEAC  clients,  US&FCS  field  stafi^  as  well  as 
public  and  private  sector  personnel  actively  involved  in  the  support  and  rollout  of  the 
USEAC  program,  there  was  a  great  deal  of  concern  and  skepticism  about  the  spokes' 
ability  to  offer  and  deliver  the  fiill  range  of  one-stop  trade  services.  They,  too,  note  that  in 
concept,  the  hub  and  spoke  network  sounds  possible.  However,  it  is  not  clear  whether,  or 
how,  the  spokes  will  operate  under  the  hubs  to  provide  a  coordinated,  expanded,  menu  of 
services  while  staffed  only  by  US&FCS  personnel.  At  this  point,  US&FCS  officials  and 
other  program  managers  have  decided,  in  the  interest  of  time  and  political  expediency,  to 
roll  out  the  USEAC  network  and  assume  that  the  hub  and  spoke  aspect  of  the  concept 
will  work  in  practice.  Unfortunately,  there  is  a  risk  associated  with  this  assumption— 
especially  in  view  of  some  of  the  other  issues  confi-onting  the  USEAC  program  that  are 
discussed  in  this  report. 

At  this  pomt,  we  believe  that  US&FCS  officials  must  take  aggressive  actions  to  properly 
test  the  hub  and  spoke  structure  and,  hopefully,  clearly  demonstrate  to  the  export 
community  and  other  concerned  interests,  how  this  structure  can  and  does  work.  As  we 
discussed  our  concerns  with  US&FCS  officials,  we  recommended  that  they  identify  one  of 
their  better  regional  hub  and  spoke  networks  and  give  it  the  resources  and  support  it 
needs  to  demonstrate  its  potential  to  work  successfully.  We  hope  that  by  providing  the 
proper  managers,  staf^  funding,  equipment,  and  other  resources,  US&FCS  managers  will 
be  able  to  create  and  operate  a  "showcase"  regional  hub  and  spoke  network  that  will,  in 
fact,  test  and  promote  the  validity  of  the  spokes'  capacity  to  achieve  the  expectations  of  a 
one-stop  trade  operation.  Should  this  test  highlight  weaknesses  in  the  successful 


52 


U.  S.  Department  of  Commerce                                                               Final  Inspection  Report 
Of/ice  of  Inspector  General IPE-7130 

operation  of  the  network,  we  are  hopeful  that  the  problems  can  be  immediately  addressed 
throughout  the  system. 


In  its  response  to  our  draft  report,  US&FCS  states  that  "Phase  1  of  the  hub  and  spoke 
system  was  designed  to  provide  trade  finance  support  fi-om  the  USEACs  to  the  DEACs." 
US&FCS  officials  further  stated  that  the  Baltimore  USEAC  had  conducted  "considerable 
training  and  outreach"  to  its  three  spoke  sites  and  vt^s  planning  further  trade  finance 
support  to  its  DEACs  in  the  future.  This  is  a  good  start,  and  potentially  addresses  the 
issue  of  "haw"  hubs  and  spokes  may  v/ojk,  but  it  underscores  our  primary  concern  that 
the  actual  workings  of  the  hub  and  spoke  concept  have  not  been  properly  tested. 

Further,  our  recommendation  that  US&FCS  establish  a  "showcase"  hub  and  spoke 
network  in  one  region  should  not  have  been  interpreted  as  an  endorsement  of  a  particular 
or  a  "cookie  cutter  approach"  to  designing  future  hubs  and  spokes.  Quite  the  contrary: 
we  intended  to  encourage  USEAC  program  managers  to  promptly  put  into  place  a 
working— and  hopefiiUy  successful— hub  and  spoke  network  of  their  design  that  will  clearly 
demonstrate  the  feasibility  of  subsequent,  even  different,  hub  and  spoke  network  models. 
This  clarification  was  discussed  recently  wth  senior  US&FCS  ofiBcials. 

D.  Other  Observations  and  Concerns  Highlighted 

Better  Interagency  Cooperation  Envisioned 

While  the  collocation  of  US&FCS,  SBA,  and  Ex-Im  Bank  in  USEACs  cannot  guarantee 
better  export  assistance  to  U.S.  companies,  it  is  apparent,  at  a  minimum,  that  it  does  (1) 
foster  closer  ties  and  (2)  strengthen  information  exchanges  that  can  lead  to  better 
coordination  of  export  assistance. 

The  delivery  of  consistent,  high-quality  export-related  information,  trade  leads,  country 
and  sectoral  analysis,  and  counseling  traditionally  provided  by  US&FCS  should  continue 
through  the  USEACs.  But  more  importantly,  we  believe  that  over  time,  these  services 
will  be  enhanced  by  (1)  greater  and  more  convenient  access  to  trade  finance  data  and 
support,  and  (2)  the  additional  cross-referral  of  clients  not  only  through  SBA  and  Ex-Im 
Bank  stafl[)  but  also  through  state  and  local  public  and  private  resource  partners.  This 
interaction  with  their  non-federal  counterparts  will  enable  US&FCS  trade  specialists  to 
broaden  their  knowledge  of  export-related  trade  information  sources. 

SBA  and  Ex-Im  Bank  Support  Is  Limited 

Although  the  guidance  and  assistance  involving  export  finance  strategies,  programs,  and 
resources  is  aided  by  the  presence  of  SBA  and  Ex-Im  Bank  in  the  first  few  USEACs,  we 

10 


53 


U.S.  Department  of  Commerce                                                               Final  Inspection  Report 
Office  of  Inspector  General JPE-7130 

are  concerned  that  these  resources  will  not  be  as  readily  available  in  fijture  USEACs.  The 
original  plan  (and  Memorandum  of  Understanding)  for  the  USEACs  called  for  SBA  to 
assign  two  loan  officers  to  each  of  the  Pilot  sites  and  to  assign  an  average  of  one,  but  up 
to  four  staff  at  the  subsequent  sites.  Although  SBA  was  able  to  keep  to  this  plan  with  the 
first  four  sites,  it  is  now  faced  with  resource  constraints  and  reportedly  will  only  be  able  to 
allocate  one  loan  officer  to  the  remaining  1 1  USEACs.  We  are  concerned  that  this  will 
limit  the  volume  of  SBA  trade  finance  business  that  those  sites  will  be  able  to  handle. 
(See  page  23.) 

Additionally,  Ex-Im  Bank  has  no  plans  to  change  its  field  structure  or  reallocate  its  staff 
resources  to  accommodate  the  new  expanded  (hub  and  spoke)  network  of  USEACs.  Ex- 
Im  Bank  has  determined  that  its  existing  network  of  five  regional  offices,  and  its  city/state 
program  to  distribute  Ex-Im  Bank  lending  authority  locally,  will  provide  the  necessary 
national  coverage  for  the  USEACs.  We  have  two  main  concerns  with  Ex-Im  Bank's 
position:  (1)  the  regional  offices  will  not  be  able  to  handle  the  expected  increase  in 
demand  for  trade  finance  services;  and  (2)  the  city/state  program  is  largely  inactive  (only  8 
of  the  30  city/state  program  participants  are  active  at  the  time  of  our  review)  and  generally 
lacking  in  expertise  (see  page  28  for  fiuther  discussion). 


In  response  to  our  draft  report,  US&FCS  suggested  that  they  previously  envisioned  more 
SBA  staffing  support  than  has  occurred.  At  the  same  time,  however,  US&FCS  states  that 
notwithstanding  their  expectation  that  SBA's  would  staff  all  of  the  USEACs  with  two 
SBA  employees,  they  have  received  no  indication  fi'om  their  field  offices  or  clients  that  the 
limit  of  one  SBA  person  at  most  of  the  subsequent  1 1  USEAC  sites  has  significantly 
impacted  their  ability  to  provide  trade  finance  services. 

In  its  response  to  our  draft  report,  SBA  emphasized  that  they  had  only  promised  two  SBA 
employees  for  each  of  the  four  pilot  sites  and  one  employee  at  each  of  the  subsequent  1 1 
USEAC  locations.  Further,  SBA  also  states  that  the  lending  and  small  business 
communities  have  not  complained  to  SBA  regarding  this  situation. 

In  response  to  our  draft  report,  Ex-Im  Bank  maintains  that  its  distribution  of  field  staff  to 
five  regional  offices,  coupled  with  its  network  of  city/state  program  partners,  is  still  valid 
and  should  be  adequate  to  handle  all  trade  finance  issues  that  may  arise.  We  remain 
skeptical  whether  all  of  the  members  of  the  Ex-Im  Bank's  city  /state  program  are  qualified 
to  render  consistent  and  accurate  information  concerning  Ex-Im  Bank's  loan  and  credit 
guarantee  programs. 

Although  US&FCS  officials  have  advised  us  that  present  experience  indicates  that  the 
USEACs  have  adequate  trade  finance  resources,  we  stand  by  our  recommendation  that 
US&FCS  continue  to  press  SBA  and  Ex-Im  Bank  to  augment  the  resources  they  have 
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committed  to  the  USEAC  program.  Likewise,  it  is  worth  emphasizing  again  that  a  key 
component  of  the  "one-stop"  export  assistance  center  concept  involves  making  certain 
that  U.S.  exporters  have  readily  available— in  addition  to  the  US&FCS's  traditional  export 
promotion  assistance— a  high  caliber  of  trade  finance  expertise  and  assistance. 
US&FCS  has  agreed  to:  (1)  prepare  a  decision  memorandum  for  the  Secretary  of 
Commerce  to  meet  with  the  Acting  Chair  of  Ex-Im  Bank  to  discuss  increasing  Ex-Im 
Bank  resources  devoted  to  the  USEA.Cs;  (2)  urge  SBA  and  Ex-Im  Bank  to  use  support 
service  contraas  to  obtain  trade  finance  specialists  for  the  USEACs;  and,  (3)  explore  the 
possibility  of  hiring  trade  finance  specialists  to  augment  existing  SBA  and  Ex-Im  Bank 


US«feFCS  Site  Selection  Process 

To  identify  the  most  feasible  locations  for  the  first  four  USEACs,  US&FCS  developed  a 
matrix  using  five  criteria:  (1)  the  concentration  of  established,  export-ready  businesses; 
(2)  the  presence  of  an  existing  export  infi'astructure  and  partnership  network  at  each 
location;  (3)  the  opportunity  to  test  separate  and  distinct  operating  models;  (4)  geographic 
diversity;  and  (5)  the  presence  of  existing  resources  available  within  US&FCS,  SBA,  and 
Ex-Im  Bank  to  service  each  USEAC. 

Thus  far,  the  first  four  pilot  USEACs  appear  to  be  in  good  locations.  Baltimore  and  Long 
Beach  are  each  located  in  a  Worid  Trade  Center,  whereas  Chicago  and  Miami  are  located 
in  commercial  buildings.  All  four  of  these  locations  are  non-government  facilities  that 
allow  easy  access  for  business  people,  an  important  &ctor  to  consider  in  the  selection  of 
future  sites.  The  world  trade  center  location  fi^equently  offers  several  features.  Some  of 
the  city  and  state  partners  may  also  be  located  there,  allowing  the  USEAC  to  develop  a 
relationship  with  these  partners.  It  is  also  very  convenient  to  refer  clients  fi-om  one  agency 
to  the  other,  as  well  as  to  be  able  to  escort  the  client  to  the  other  ofBce.  Three  of  the  four 
USEACs  are  in  ofBce  buildings  shared  by  some  form  of  city  or  state  trade/exporting 
partner. 

Although  US&FCS  has  identified  a  matrix  for  selecting  locations  for  the  USEACs  (hubs) 
and  district  EACs  (spokes),  there  are  constraints  beyond  US&FCS's  control. 
Congressional  earmarking  has  influenced  the  choice  of  locations  for  two  of  the  projected 
district  EACs  (Somerset,  Kentucky,  and  Greenville,  South  Carolina).  When  earmarking 
occurs,  there  is  greater  potential  for  distorting  and  undermining  the  basis  for  the 
development  of  a  resource  allocation  matrix  to  place  these  centers  in  the  most  effective 
locations.  In  our  1993  report  assessing  Commerce's  export  efforts,  we  stated 
"congressional  earmarking  of  positions  in  district  offices  is  a  significant  impediment  to  the 
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allocation  of  domestic  resources."'  In  order  for  the  USEACs  and  district  EACs  to 
effectively  render  their  services,  they  should  be  placed  in  locations  that  would  most 
effectively  benefit  exporters. 

One  of  the  key  concerns  we  have  with  the  USEAC  program  is  what  appears  to  be  the  lack 
of  an  overall  strategy  for  implementing  the  program.  We  have  been  furnished  a  list  of 
nearly  100  cities  that  represent  the  first  two  phases  of  the  USEAC  program  rollout. 
US<StJCS  officials  have  said  that  the  USEAC  program  may  stretch  beyond  the  first  two 
phases  of  15  USEAC  hub  locations  and  ultimately  result  in  as  many  as  19  hubs. 
Unfortunately,  we  do  not  have  a  sense  fi-om  the  US&FCS  as  to  when  they  will  finally  get 
"there"— in  terms  of  completing  the  national  hub  and  spoke  network  of  USEACs.  We 
believe  US&FCS,  with  the  Senior  Policy  Working  Group,  should  develop  its  national 
strategy,  field  structure,  and  resource  needs  to  enable  the  decision-makers  to  have  a 
blueprint,  fiill-cost  estimate,  and  implementation  plan,  with  timetable,  for  completing  the 
entire  USEAC  program. 


£.  Many  Generic  Issues  Addressed,  While  Others  Warrant  Management  Attention 

One  of  the  most  encoura^g  observations  made  during  our  review  of  the  pilot  USEACs 
was  the  realization  that  both  exporters  and  USEAC  professionals  are,  in  fact,  boiefitting 
fi-om  the  collocation  of  export  marketing  and  trade  finance  fiinctions.  At  the  time  of  our 
visits  to  the  four  pilot  sites,  the  benefit  to  exporters  had  been  limited  to  client  counseling 
and  outreach.  We  have  since  learned  of  several  instances  in  which  the  USEAC  not  only 
fiimished  the  counseling  for  export  marketing  and  trade  finance,  but  an  export  action 
resulted  with  a  loan  guarantee  as  well. 

♦    USEAC  Training:  Initial  Lack  of  Focus  Has  Improved 

In  late  1993,  the  Senior  Policy  Working  Group  planned  and  conducted  the  initial  training 
program  in  San  Diego.  Personnel  firom  the  first  four  USEACs  were  cross-trained  on 
export  marketing  techniques  used  by  US&FCS  and  on  the  trade  finance  programs  of  SBA 
and  Ex-Im  Bank.  Representatives  fi-om  the  Overseas  Private  Investment  Corporation, 
U.S.  Agency  for  International  Development,  Trade  Development  Agency,  and  other 
organizations  also  presented  information  on  their  programs. 


*  "Assessment  of  Commerce's  Eflforts  in  Helping  U.S.  Firms  Meet  the  Export  Challenges 
of  the  1990s,"  U.S.  Department  of  Commerce,  Office  of  Inspector  General,  Report  No.  IRM- 
4523,  March  1993,  p.  10. 
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The  agenda  for  the  training  session  was  one  week  of  export  marketing  training  followed 
by  a  second  week  of  trade  finance  training.  The  agenda  was  structured  to  include 
lectures,  team  building  exercises  (which  included  analyzing  case  studies),  and  activities  to 
aid  each  oflBce  in  planning  a  strategy  for  accomplishing  its  mission.  The  first  week  of 
training  also  addressed  the  goals,  objectives,  administrative  matters,  and  expectations  of 
the  USEAC  as  well  as  allowing  the  participants  to  express  their  concerns  about  the 
project.  The  first  week's  focus  on  export  marketing  included  such  topics  as:  pre- 
screening  potential  export-ready  clients,  assessing  client  potential,  identifying  potential 
markets,  and  market  entry  strategies.  The  second  week  of  training,  with  its  focus  on  trade 
finance,  included  topics  such  as:  basic  financial  analysis  of  profit  and  loss  statements  and 
balance  sheets,  building  international  banking  relationships,  export  loan  approval  criteria, 
handling  methods  of  payment,  pre-export  financing,  credit  insurance,  and  post-export 
financing. 

At  the  conclusion  of  the  training,  participants  completed  an  evaluation  form,  in  which  they 
raised  concerns  about  the:  length  of  the  training  session,  quality  of  finance  training,  and 
inappropriateness  of  some  case  studies.  Based  on  the  evaluations,  several 
recommendations  were  made  to:  (1)  shorten  the  training  program;  (2)  require  that  SBA 
communicate  clear,  in-depth  information  on  when  and  how  to  apply  for  its  trade  finance 
program;  (3)  schedule  the  participation  of  other  federal  agencies  in  priority  order  and 
introduce  their  programs  as  practical  tools  for  coimseling  clients;  (4)  integrate  trade 
finance  and  export  marketing  throughout  the  training  program  rather  than  presenting  them 
as  separate  components;  and  (S)  establish  guidance  for  additional  training  in  such  areas  as 
computers,  policy  iiutiatives  (Best  Emerging  Sectors,  Big  Emerging  Markets),  new 
finance  programs,  and  additional  export  marketing  training. 

US&FCS  re-evaluated  the  structure  of  the  USEAC  training  based  on  the  comments  and 
suggestions  fi-om  the  initial  training,  and  redesigned  and  improved  the  program  to  now 
consist  of  four  sessions:  three  days  for  each  session,  with  120  participants  in  total.  It  will 
be  mandatory  for  US&FCS  personnel  to  attend  the  trade  finance  training  before  the 
USEAC  team  training,  thus  providing  them  with  increased  trade  finance  knowledge,  skills, 
and  tools  in  advance  of  the  interagency  training.  The  four  sessions  will  be  attended  by  a 
mixture  of  all  the  offices  to  avoid  the  closing  of  any  ofBce. 

The  improved  USEAC  team  training  will  be  scheduled  in  five  sessions  of  four  days  each 
with  facilitators  fi-om  the  Xerox  Corporation,  US&FCS,  and  SBA,  each  session  having  a 
maximum  of  40  participants.  The  objective  of  this  training  is  to  build  a  USEAC  team  with 
both  the  understanding  of  and  commitment  to  the  USEAC  mission.  The  USEAC  team 
training  includes  US&FCS  regional  directors,  SBA  district  directors,  and  district  EAC 
representatives,  as  space  allows.  Ex-Im  Bank,  unfortunately,  will  not  be  a  part  of  the 
team  training,  because  they  will  not  have  a  full-time  presence  in  the  remaining  1 1 
USEACs. 
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It  is  very  important  that  SBA  and  US&FCS  receive  substantive  training  in  trade  finance, 
particularly  in  those  aspects  relevant  to  the  programs  of  Ex-Im  Bank,  because  of  that 
agency's  absence  in  the  remaining  1 1  USEACs.  Cognizant  Ex-Im  Bank  officials  stressed 
the  importance  of  SBA  and  US&FCS  employees  assigned  to  the  USEACs  having  the 
basic  knowledge  of  several  of  their  loan  programs,  including:  (1)  working  capital 
guarantee  (jointly  with  SBA);  (2)  short-term  capital  insurance;  (3)  medium-term 
guarantee;  and  (4)  medium-term  capital  insurance. 

US&FCS,  correctly,  appears  to  have  placed  a  stronger  emphasis  on  trade  finance  training 
for  its  trade  specialists  in  the  USEACs.  US&FCS  senior  management  explained  the 
reason  for  this  emphasis  is  partly  a  result  of  their  perception  of  the  lack  of  commitment  on 
behalf  of  SBA  and,  especiaUy  Ex-Im  Bank.  After  evaluating  the  first  session  of  finance 
training,  USA&FCS  felt  it  was  necessary  to  re-evaluate  the  training  program,  particularly 
the  trade  finance  component.  We  spoke  to  a  number  of  US&FCS  trade  specialists  and 
district  directors  following  the  second  phase  of  the  trade  finance  training,  several  of  whom 
felt  the  training  was  well  presented,  had  excellent  facilitators,  and  addressed  subjects  that 
will  be  useftil  when  meeting  with  clients  who  may  need  trade  finance  assistance. 
However,  some  trade  specialists  had  a  slightly  different  perspective,  believing  that  the 
training  was  simplistic  or  elementary,  and  did  not  provide  enough  information  about 
letters  of  credit,  methods  of  payment,  and  accounting  terminology.  Most  of  the  more 
experienced  trade  specialists  felt  the  training  was  better  suited  for  either  entry-level  trade 
specialists  or  trade  reference  assistants,  and  suggested  that  US&FCS  consider  holding  two 
trade  finance  training  sessions,  one  for  junior  and  one  for  senior  trade  specialists. 

US&FCS  will  be  relying  heavily  on  its  own  trade  specialists  to  partially  fill  the  void  in  the 
absence  of  Ex-Im  Bank.  For  this  reason,  and  in  light  of  other  pressures  on  ITA  fiscal 
resources,  we  strongly  believe  that  US&FCS  should  make  every  effort  to  place  a  high 
priority  on  sustaining  a  strong  training  program  for  the  domestic  field  staff 


In  response  to  our  draft  report,  US&FCS  described  its  considerable  accomplishments  in 
trade  finance  and  USEAC  training  for  1995,  and  outlined  its  training  objectives  for  1996. 
We  expert  US&FCS  to  continue  placing  training  as  a  top  priority  and  allocate  sufficient 
fiands  to  complete  the  schedule. 

♦    Joint  Counseling:  A  Positive  Component  in  USEAC  Operations 

Joint  counseling  was  always  intended  as  one  of  the  essential  and  key  operating 
components  in  the  USEACs  to  better  provide  clients  with  information  on  the  services 
available  through  the  three  participating  agencies.  US&FCS,  SBA,  and  Ex-Im  Bank  ail 
participate  in  conducting  joint  counseling,  which  benefits  not  only  the  client  with  the 
wealth  of  information  provided,  but  also  the  USEAC  staff  members,  who  receive  cross- 
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training  in  each  other's  programs  and  products. 

The  long-term  expectation  is  that  joint  counseling  will  become  less  crucial  as  the  USEAC 
staff  members  become  more  thoroughly  cross-trained  in  the  export  assistance  products 
and  services  of  the  USEAC  partner  agencies.  In  cases  where  US&FCS  may  need  to  hire 
employees  outside  the  agency,  and  with  the  realization  that  Ex-Im  Bank  will  probably  not 
have  a  presence  in  the  next  1 1  USEACs,  it  is  important  that  US&FCS  managers  identify 
candidates  with  some  experience  in  trade  finance  as  well  as  export  marketing.  Such  a  dual 
background  would  help  to  fill  gaps  in  the  experience  of  the  USEAC  staff.  This  would  also 
help  expedite  the  cross-training  of  USEAC  staff.  For  example,  one  of  the  Ex-Im  Bank 
employees  in  the  Chicago  USEAC  had  an  undergraduate  degree  in  marketing  and  a 
graduate  degree  in  finance.  With  this  educational  background,  the  employee  was  able  to 
more  readily  grasp  the  marketing  focus  of  US&FCS 's  export  promotion  programs. 

Joint  counseling  was  initially  not  well  received  or  implemented  in  all  four  of  the  pilot 
USEACs.  For  example,  the  site  director  of  the  Long  Beach  USEAC  did  not  encourage 
the  staff  to  conduct  joint  counseling,  and  when  it  was  conducted,  the  counseling  team  was 
usually  directed  to  hold  the  session  at  the  USEAC  ofBce.  This  did  not  meet  with  the 
initial  design  of  joint  counseling.  Since  our  earlier  visits  to  the  field,  we  have  learned  that 
this  site  director  has  adopted  a  more  flexible  approach,  although  the  expectation  is  that 
when  the  SEA  loan  volume  increases,  the  SBA  loan  officers  will  be  required  to  focus  on 
loan  processing  and  will  not  be  available  for  joint  out-of-office  coimseling  visits.  We 
reiterate  that  site  directors  must  encourage  all  of  their  USEAC  staff  to  conduct  joint 
counseling  to  the  maximum  extent  possible,  and  especially  at  the,  convenience  of  the  client. 


In  their  response  to  our  draft  report,  SBA  officials  took  exception  to  the  tone  of  our 
observation  that  the  Long  Beach  USEAC  needed  to  improve  its  efforts  to  promote  joint 
counseling  of  its  clients,  and  stated  that  joint  counseling  was  being  conducted  there  on  a 
regular  basis.  We  did  say  that,  based  on  our  observations  during  our  site  visit,  joint 
coimseling  needed  to  be  improved  by  the  Long  Beach  USEAC  and,  subsequent  to  our 
visit,  the  site  director  had  adopted  a  more  flexible  approach.  To  be  more  explicit,  we 
believe  the  Long  Beach  site  director  has  corrected  the  problem  and  no  further  action  is 
needed. 

♦    USEAC  Outreach:  Important  Service  to  Business  Community,  Must  Be  Better 
Targeted 

With  the  introduction  of  the  USEAC  program  to  the  export  community,  the  opportunity 
has  been  seized  through  grand  openings  for  each  of  the  sites  to  reach  out  to  potential 
export  clients.  Although  the  grand  openings  include  many  officials  fi"om  federal  agencies, 
state  and  local  governments,  and  local  businesses,  they  still  reach  only  a  small  portion  of 
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the  export  community.  The  site  director,  therefore,  has  the  responsibility  for  developing 
and  planning  the  outreach  opportunities  for  the  USEAC.  During  one  of  our  site  visits, 
USEAC  personnel  complained  that  the  site  director  did  not  have  a  strategic  vision  for  the 
center.  The  staff  viewed  this  as  a  shortcoming  for  the  center  and  felt  that  it  had  a  negative 
impact  on  seizing  opportunities  for  increasing  the  USEAC's  outreach  in  the  local  business 
commimity.  Some  personnel  at  headquarters  believed  that  site  directors  should  have  some 
knowledge  of  and  background  in  international  trade.  Not  having  this  experience  may 
hinder  site  directors  from  aggressively  promoting  the  USEAC  and  the  services  available. 

While  visiting  the  four  pilot  centers,  we  talked  to  numerous  clients  of  the  USEACs  and 
received  a  mix  of  responses.  Some  clients  felt  that  the  USEAC  was  not  well-known,  if  at 
all,  in  the  business  community.  Further,  many  business  people  were  not  aware  of  the 
specific  services  available.  Others  were  informed  of  the  center  through  either  business 
contacts  or  an  export  seminar.  One  client  and  a  resource  partner  we  interviewed  felt  that 
outreach  was  tiimecessary,  claiming  that  exporters  already  are  aware  of  U.S.  government 
servdces  and  seek  such  help  only  when  they  need  it.  We  believe  that  such  a  viewpoint  is  in 
the  minority  and  maintain  that  outreach  is  still  very  important  and  that  USEACs  need  to 
reinforce  their  message  periodically  to  the  export  community. 

One  venue  for  USEACs  to  conduct  their  outreach  is  both  through  and  with  their  local 
public  or  private  resource  partners.  When  a  USEAC  hosts  an  event  with  a  resource 
partner,  it  is  very  important  to  confirm  the  sponsor's  qualifications  and  assess  whether  the 
intended  audience  is  part  of  their  target  market.  Also,  USEACs  must  determine  the  most 
cost-effective  and  promising  opportunities  in  which  to  participate.  Basically,  the  sponsor 
must  be  credible,  the  audience  must  be  one  the  USEACs  have  targeted,  and  the  event 
must  be  one  that  the  USEACs  have  determined  to  be  a  high  priority  in  their  outreach 
program. 

Marketing  is  also  an  important  component  of  the  USEAC  and  its  outreach.  The  export 
client  assignments  for  US&FCS  personnel  are  structured  differently,  depending  on  the 
location,  with  some  sites  dividing  the  assignments  by  industry  and  some  by  geographic 
location.  Long  Beach,  for  example,  assigns  its  trade  specialists  by  geographic  territory, 
because  it  is  home  to  numerous  industries,  whereas  in  Chicago,  because  there  are  fewer 
industries,  the  trade  specialists'  assignments  are  focused  on  specific  industries.  It  is 
important  that  each  trade  specialist  find  a  niehe  in  his  or  her  area,  be  it  territority  or 
industry,  and  manage  and  develop  it  to  determine  the  most  productive  ways  to  identify 
export-ready  companies. 

The  USEAC  must  research  who  its  target  market  is,  assess  opportunities  overseas,  and 
identify  who  the  likely  local  manufacturers  and  other  export-ready  companies  who  could 
benefit  from  the  USEAC's  services.  For  example,  trade  specialists  with  geographic 
industry  assignments  could  identify  the  top  10  industries  in  their  territority,  and  conduct 
specific  research  on  those  industries.  This  approach  would  allow  the  trade  specialists  to 
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focus  their  efforts  on  those  industry  sectors  with  the  highest  export  potential  in  their 
geographic  market.  Trade  specialists  with  individual  industry  assignments  could  do  in- 
depth  research  in  their  mdustries  for  specific  export  opportunities. 

At  the  time  we  interviewed  them,  the  USEAC  site  directors  believed  their  individual 
marketing  efforts  had  been  hampered  by  the  absence  of  printed  brochures.  Without  any 
guidance  or  coordination  from  Washington,  each  center  had  been  developing  its  own 
marketing  materials.  These  brochures  were  reproduced  by  photocopier,  resulting  in  poor 
copy  quality.  By  contrast,  Ex-Im  Bank  has  developed  an  excellent  brochure,  however, 
rather  than  describing  the  entire  range  of  USEAC  programs  and  services,  it  only  illustrates 
those  of  Ex-Im  Bank.  We  are  pleased  that  the  site  directors  have  urged  their  headquarters 
in  Washmgton  to  develop  a  brochure  that  will  have  both  a  national  and  a  local  focus  and 
can  be  used  by  all  of  the  centers. 

The  USEAC  staff  works  in  several  ways  to  develop  a  client  base.  Some  cUents  are 
referred  by  word  of  mouth  from  another  USEAC  employee.  We  found  that  each  agency 
participating  in  the  USEAC  had  referred  potential  clients  to  each  other.  This  is  in  addition 
to  those  clifflts  developed  as  a  result  of  the  joint  counseling  conducted  by  the  USEAC 
staff.  Client  development  can  also  be  established  through  outreach  efforts.  The 
participation  of  USEAC  site  directors  and  personnel  in  export/trade  finance  seminars  is  an 
excellent  method  of  identifying  potential  exporters.  Client  development,  through  outreach 
to  the  export  community,  is  critical  to  the  success  of  the  USEACs. 


In  its  response  to  our  draft  report,  US&FCS  states  that  its  marketing  efforts  have  been 
improved  with  the  production  and  distribution  of  a  professional  quality  EAC  brochure  to 
all  of  the  EAC  offices. 

♦    USEAC  Site  Director  Authority 

The  four  USEAC  site  directors  we  interviewed  were  unanimous  in  citing  confiision  and 
misunderstanding  regarding  (1)  site  director  authority  and  USEAC  goals,  (2)  staff 
performance  plans  and  appraisals,  and  (3)  budget  and  procurement  authority. 

While  it  is  an  innovative  step  for  US&FCS,  SBA,  and  Ex-Im  Bank  to  combine  their 
resources  and  staff  in  an  attempt  to  better  serve  the  U.S.  exporter,  the  heart  of  the  matter 
is  that  a  USEAC  still  represents  three  independent  agencies.  Each  agency  still  evaluates 
the  performance  of  its  personnel  and  has  its  own  budget  to  conduct  its  export  assistance 
program.  Further,  it  must  be  understood  that  by  establishing  USEACs,  each  of  the 
member  agencies  brings  its  specific  international  trade  expertise,  product,  or  service  to 
one  collocated  site.  At  a  USEAC,  an  exporter  will  not  find  a  distinct  USEAC  product  or 
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service  but,  rather,  the  respective  US&FCS,  SBA,  and  Ex-Im  Bank  programs  and 
personnel  who  have  the  specialized  knowledge  and  authority  to  consununate  a  transaction 
in  any  of  those  three  areas  of  export  assistance. 

A  USEAC,  then,  represents  three  agencies  attempting  to  project  a  common  mission  and 
interest  in  helping  exporters.  The  task,  therefore,  of  the  USEAC  site  director  must  be  to 
coordinate  the  resources  of  the  three  member  agencies  to  improve  export  assistance. 
Unfortunately,  at  the  time  of  our  review,  the  site  directors  did  not  yet  have  the  authority 
to  direct  other  agencies  to  perform  specific  tasks.  The  management  and  supervision  of 
each  agency's  staff  Ms  to  the  senior  agency  person  in  charge  of  that  unit.  The  staff 
members  with  each  of  the  partner  agencies  are  still  being  evaluated  under  their  parent 
agency's  performance  plan  and  appraisal  standards,  with  no  input  from  the  site  director. 
Areas  of  common  ground  for  which  staflf  could  be  evaluated  include  critical  elements 
linked  to  their  USEAC  responsibilities,  such  as  participation  in  trade  seminars,  public 
outreach,  and  joint  counseling  opportunities.  What  the  site  directors  seek  is  some  level  of 
input,  possibly  up  to  30  percent,  which  they  can  add  to  the  performance  appraisals  of  all 
USEAC  staff.  Thus  far,  no  progress  has  been  made  on  this  matter.  We  recommend  that 
US&FCS,  with  and  through  the  Senior  Policy  Working  Group,  act  on  this  matter  in  its 
next  meeting. 

USEAC  site  directors  also  find  themselves  lacking  the  resources  to  undertake  USEAC 
program  objectives  that  would  serve  to  the  mutual  benefit  of  all  three  agencies.  Such 
opportunities  as  a  USEAC  outreach  program  or  a  local  marketing  effort  are  somewhat 
stymied  by  the  lack  of  a  discretionary  budget  available  to  the  site  directors.  Rather  than 
"pass  the  haf  to  the  other  agencies  for  contributions  to  a  collective  effort,  the  site 
directors  believe  a  small  pool  of  resources  would  enable  them  to  act  quickly  to  take 
advantage  of  local  opportunities  without  having  to  modify  cost-sharing  agreements  or  get 
their  respective  Washington  headquarters  personnel  involved. 

We  wish  to  underscore  these  two  problems— the  lack  of  authority  and  resources— because 
they  reveal  an  important  imderiying  issue  for  the  USEACs— that  is,  they  must  operate,  and 
be  perceived  to  be  operating,  as  one  integrated  entity.  This  has  yet  to  happen  because 
each  of  the  three  agencies  still  approaches  the  USEACs  fi"om  its  individual  perspective. 


In  response  to  our  draft  report,  US&FCS  management  is  exploring  alternative  interagency 
fimding  mechanisms  to  enable  site  directors  to  have  more  authority  over  aggregate 
USEAC  budgets.  Other  issues,  such  as  providing  site  directors  with  management  control 
over  all  USEAC  participants  and  implementing  a  more  comprehensive  performance 
appraisal  system,  are  under  review.  Finally,  US&FCS  is  considering  improved  financial 
reporting  software  packages  to  help  facilitate  the  budget  allocation  process. 
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F.  Site-Specific  Concerns  at  Pilot  Centers  Partially  Remedied 

Baltimore 

For  the  first  four  USEACs  established,  SBA  recruited  fi-om  its  field  offices  nationwide. 
This  effort  did  not  always  accomplish  its  intended  result  of  selecting  candidates  with 
extensive  international  trade  experience.  In  the  Baltimore  USEAC,  SBA  advertised  for 
and  recruited  two  business  development  officers  (BDOs).  The  USEAC  site  director 
stressed  that  he  needed  loan  officers,  specialists  who  could  counsel  individual  exporters  on 
the  proper  financing  needed  for  their  export  transaction,  not  BDOs.  He  said  that  the  local 
SBA  district  office  did  not  need  more  BDOs  and  that  he  would  need  top-level  approval 
fi-om  SBA  to  move  these  two  BDOs  elsewhere.  This  problem  stemmed  fi-om  SBA's 
failure  to  completely  understand  the  role  that  its  team  would  serve  in  the  USEAC. 

After  our  visit,  we  discussed  this  matter  with  SBA  headquarters  officials  and  learned  that 
the  situation  was  being  resolved.  One  of  the  persons  hired  as  a  BDO  sought,  and  was 
granted,  a  transfer  and  the  other  is  undergoing  intensive  loan  officer  training. 
Furthermore,  to  ensure  that  they  recruit  loan  specialists  with  some  international  trade 
finance  experience,  SBA  managers  have  revised  the  duties  and  responsibilities  in  the  job 
annoimcement  posted  for  SBA  employees  and  restructured  the  selection  process  by  which 
USEAC  positions  are  filled.  Whereas  the  applicants  for  the  four  pilot  centers  were 
selected  by  the  SBA  district  directors,  who  have  marginal  responsibilities  to  complete 
international  trade  loans,  SBA's  Office  of  International  Trade  in  Washington  now  makes 
the  selections,  with  the  advice  of  the  USEACs  local  SBA  district  director.  Finally,  it 
should  be  noted  that  SBA  is  operating  under  stringent  budget  conditions  that  could  have 
possibly  undermined  the  selection  of  the  most  qualified  applicant.  All  of  the  USEAC 
positions  will  be  selected  fi-om  current  SBA  employees. 

A  second  matter  which  may  not  be  unique  to  just  the  Baltimore  USEAC  is  the  Ex-Im 
Bank's  city/state  partner,  the  Maryland  Industrial  Development  Finance  Authority,  whose 
responsibility  is  to  serve  as  an  authorized  agent  for  Ex-Im  Bank,  counseling  USEAC 
clients  on  Ex-Im  Bank  trade  finance  and  credit  insurance  programs.  As  we  mention 
elsewhere  in  this  report,  MIDFA  has  an  excellent  reputation  in  the  export  community. 
The  only  question  we  raise  for  US&FCS  is  that  MIDFA  also  endeavors  to  increase 
maritime  shipping  into  and  out  of  the  Port  of  Baltimore  and,  thus,  a  potential  conflict  may 
result  when  Richmond,  Virginia,  becomes  a  spoke  to  this  hub  and  seeks  financing  firom 
Ex-Im  Bank  via  help  fi-om  MCDFA,  whose  aUegiance  would  be  to  first  helping  Maryland 
companies. 


In  response  to  our  draft  report,  SBA  states  that  it  assisted  in  the  initial  design  of  the 
USEAC  program.  We  are  aware  of  this.  We  are  also  aware  that  SBA  did  not  initially  hire 
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its  team  members  for  the  Baltimore  USEAC  with  an  eye  toward  the  trade  finance  skills 
and  experience  necessary  to  implement  the  EAC  concept.  This  was  apparent  during  our 
site  visits  to  Baltimore.  Moreover,  in  an  interview  at  SBA  headquarters,  a  senior  SBA 
ofBcial  overseeing  the  program  admitted  that  the  initial  selection  of  SBA  staff  for  the  pilot 
USEACs  did  not  focus  on  international  trade  finance  skills  but  instead  sought  SBA 
employees  with  a  more  general,  business  development  background  interested  in  working 
in  Baltimore.  Fortunately,  SBA  and  the  USEAC  recognized  the  problems  associated  with 
this  approach  and  made  revisions  to  the  vacancy  announcements  and  the  process  by  which 
the  hiring  decisions  were  subsequently  made. 

In  their  response  to  our  draft  report,  Ex-Im  Bank  explained  that  the  potential  conflict 
discussed  above  regarding  Ex-Im  Bank's  city/state  partner  in  Baltimore  should  not  exist. 
Ex-Im  Bank  states  that  the  exporter  in  this  case  would  be  referred  to  the  Ex-Im  Bank 
city/state  partner  in  Richmond,  the  Virginia  Small  Business  Finance  Authority. 

Chicago 

The  Chicago  USEAC  experienced  many  of  the  startup  problems  we  found  at  the  other 
sites  (chaos  of  initial  opening,  USEAC  training,  etc.).  Chicago  is  the  only  USEAC  where 
£x-Im  Bank  was  given  the  opportunity  to  be  site  director.  Although  responsible  for 
managing  the  USEAC,  the  site  director  has  a  heavy  travel  schedule,  for  he  is  Ex-Im 
Bank's  re^onal  manager  for  14  states,  and  must  often  be  away  fi-om  the  USEAC, 
developing  business  within  the  regjoa  One  result  of  this  has  been  slower  progress  in 
integrating  the  three  agencies  in  Chicago.  At  some  of  the  other  ates,  for  example,  the 
directors  have  held  all-hands  staff  meetings  that  have  had  a  more  positive  effect  toward 
cross-training  and  client  referral.  In  the  Chicago  director's  absence,  a  capable  US&FCS 
senior  trade  specialist,  formerly  the  district  office  director,  manages  the  USEAC.  This 
stopgap  measure  helps,  but  it  is  still  important  that  the  full-time  site  director  be  an  integral 
part  of  the  integration  of  the  three  agencies  at  the  USEAC. 

Another  issue  with  the  Chicago  site  was  the  mefficient  use  of  staff  and  the  limited 
integration  between  the  agencies.  According  to  the  allocation  matrix,  the  US&FCS  group 
appeared  to  have  more  staff  than  needed.  Further,  the  senior  trade  specialist  aimounced 
his  intention  to  hire  another  trade  spedalist,  although  the  office  had  at  least  one  trade 
reference  assistant  with  several  years  of  experience  who  might  qualify  for  the  position. 
Most  recently,  we  have  learned  that  the  Chicago  USEAC  plans  to  open  o.ne  of  the  nearby 
spoke  offices  (Gary/Hammond,  Indiana)  and  must  recruit  a  trade  specialist  for  this  office, 
because  the  two  trade  specialists  in  the  USEAC,  though  seemingly  qualified,  are  not 
interested  in  this  location.  US&FCS  management  must  take  a  strong  position  on 
situations  such  as  this  and  reassign,  "for  the  good  of  the  service,"  its  personnel  to 
assignments  and  locations  where  they  are  most  needed,  and  best  utilized,  to  carry  out  the 
agency's  mission. 
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Long  Beach 

The  decision  that  the  Long  Beach  site  should  be  led  by  SBA  has  created  a  great  deal  of 
friction  between  SBA  and  US&FCS.  The  SBA  oflBcial  chosen  to  be  the  Long  Beach 
USEAC  site  director  lacks  the  international  trade  experience  that  would  generally  be 
expected  for  such  a  position.  During  our  visit  to  the  Long  Beach  USEAC  and  in 
conversations  with  both  SBA  and  US&FCS  stafiE^  we  found  that  US&FCS  employees  are 
concerned  about  their  effectiveness  in  Long  Beach,  in  spite  of  SBA's  efforts  to  address 
the  issue.  US&FCS  employees  stated  they  were  concerned  that  the  USEAC  was  not 
conducting  an  aggressive  outreach  campaign,  because  the  site  director  did  not  feel 
confident  discussing  international  trade  topics  with  the  export  community  which,  in  their 
eyes,  undermined  the  credibility  of  the  USEAC.  Also,  it  was  said  that  the  site  director 
discouraged  joint  counseling  sessions  unless  they  took  place  at  the  USEAC. 

We  have  spoken  at  length  with  the  site  director  and  with  senior  US&FCS  and  SBA 
officials  to  determine  what  the  situation  is  and  what  should  be  done.  At  this  point,  we 
believe  the  site  director  has  been  made  fully  aware  of  the  US&FCS  concerns  and  is 
attempting  to  resolve  them. 

Another  concern  we  have  with  the  Long  Beach  USEAC  is  the  rollout  of  the  spokes  for 
this  area.  During  his  visit  to  the  area  in  April  1995,  the  Secretary  of  Commerce 
announced  the  opening  of  the  Long  Beach  USEAC's  spoke  office  in  Ontario,  California. 
This  location  is  one  of  nine  spokes  (seven  in  California,  and  one  each  in  Arizona  and 
Hawaii)  to  be  connected  to  Long  BeacL  Ideally,  all  of  the  spoke  offices  connected  to  the 
same  USEAC  should  be  opened  simultaneously,  or  at  least  about  the  same  time-thereby 
clearly  establishing  the  full  network  for  that  USEAC  hub.  We  also  understand  that  the 
US&FCS  plans  to  open  soon  the  spoke  oflBce  in  Oxnard,  California.  However,  according 
to  a  US&FCS  official,  the  addition  of  another  trade  specialist  for  the  Ontario  office  would 
probably  be  of  more  immediate  benefit  to  the  export  community  because  of  the  heavy 
demand  on  that  office. 


In  its  response  to  our  draft  report,  SBA  deserves  credit  for  highlighting  the  problem 
stemming  from  the  decision  by  US&FCS  to  keep  its  distria  director  at  the  Los  Angeles 
District  Office  rather  than  re-assign  that  person  to  the  Long  Beach  USEAC.  During  our 
site  visit  to  Long  Beach,  we  found  that  the  USEAC  had  three  US&FCS  staff  members 
assigned  to  that  site,  with  the  senior  trade  specialist  deemed  to  be  the  manager  of  that 
contingent.  Meanwhile,  the  senior  US&FCS  manager  for  the  entire  Southern  California 
area  continued  to  be  assigned  to  the  Los  Angeles  District  Office.  In  other  USEAC  sites 
we  visited,  such  as  in  Chicago  and  Miami,  all  senior  managers  for  all  three  agencies  were 
assigned  to  the  USEAC.  The  fact  that  the  senior  US&FCS  manager  is  not  collocated  with 
the  other  managers  at  the  Long  Beach  USEAC  site  is  believed  to  have  had  a  negative 
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impact  on  USEAC  operations  and  contributed  to  the  strained  relations  between  SBA  and 
US&FCS.  Through  follow  up  conversations,  we  have  learned  only  recently  that  US&FCS 
has  decided  to  re-assign  their  senior  US&FCS  ofiBcial  in  Los  Angeles  to  the  USEAC  in 
Long  Beach.  We  have  learned  further  that  the  senior  managers  represented  by  the  Senior 
Policy  Working  Group  have  recently  discussed  the  possibility  of  US&FCS  assuming  the 
lead  role  in  managing  aU  USEAC  sites,  thereby  reheving  SBA  and  Ex-Im  Bank  of  the 
responsibility  of  managing  the  Long  Beach  and  Chicago  sites,  respectively.  No  decisions 
have  yet  been  made  concerning  US&FCS  management  of  the  entire  network.  The  OIG 
will  continue  to  monitor  the  situation. 

We  believe  the  decision  by  US&FCS  to  re-assign  its  senior  manager  to  the  Long  Beach 
USEAC  is  correct-and  long  overdue.  The  possibility  of  US&FCS  ultimately  assuming 
management  responsibility  for  all  USEAC  sites  seems  inevitable,  and  would  correct  some 
practical  concerns  (e.g.,  the  SBA  director  for  Long  Beach  lacked  the  proper  international 
trade  background,  and  the  Ex-Im  Bank  director  for  Chicago  frequently  travels  on  Bank 
business).  However,  the  latter  action  should  not  be  taken  without  the  full  support  and 
cooperation  of  SBA  and  Ex-Im  Bank.  US&FCS  should  not  create  the  perception  that  the 
USEACs  are  solely  a  Commerce  entity.  Such  a  perception  would  run  totally  counter  to 
the  intent  of  the  TPCC  and  its  National  Export  Strategy. 

Miami 

In  Miami,  the  USEAC  opened  in  January  1994  with  no  permanent  site  director.  US&FCS 
recruited  a  returning  Foreign  Commercial  Service  OfiBcer  as  site  director,  but  he  did  not 
assimie  the  position  until  the  summer  of  1994.  In  the  meantime,  a  US&FCS  trade 
specialist  served  as  acting  director.  This  lack  of  a  permanent  site  director  fostered  a 
climate  of  uncertainty  and  delayed  the  on-site  efforts  to  integrate  the  three  agencies  at  the 
USEAC.  Employees  expressed  concern  that  the  o£5ce  was  allowed  to  "drift"  during  this 
period.  Since  assimiing  the  reins  of  the  USEAC,  the  site  director  has  attempted  to  keep 
all  of  the  partner  agencies  informed  of  developments  and  holds  frequent  all-hands  staff 
meetings.  We  do  not  get  the  feeling,  however,  that  the  site  director  is  the  clear  authority 
for  the  USEAC— it  is  more  a  case  of  consensus  management.  It  is  critical,  therefore,  that 
the  site  director  and  agency  teams  for  the  new  USEACs  be  selected  prior  to  their  opening. 
For  example,  we  are  concerned  that  the  same  mistake  has  been  repeated  with  the  recent 
opening  of  the  New  York  USEAC. 

m.    ROLLOUT  OF  USEAC  NETWORK  FACES  UNCERTADTTY 

Following  the  establishment  of  the  first  four  USEACs  in  January  1994,  the  Senior  Policy 
Working  Group  continued  to  plan  for  the  rollout  of  the  remaining  1 1  regional  centers  to 
begin  by  the  summer  of  1995  and  be  completed  by  the  end  of  the  year.  US&FCS  officials 
predict  the  entire  hub  and  spoke  network  of  offices  should  be  completely  established  by 
the  end  of  1996.  By  that  time,  the  USEAC  network  should  have  fiindamentally  changed 

23 


66 


U.  S.  Department  of  Commerce                                                                Final  Inspection  Report 
Office  of  Inspector  General IPE-7I30 

how  and  where  export  assistance  services  will  be  offered  to  the  export  community. 

One  of  the  strengths  of  US&FCS  has  been  its  network  of  domestic  offices,  although  their 
locations  had  been  heavily  influenced  by  state  boundaries.  The  new  hub  and  spoke  design 
for  the  USEACs  is  based  on  two  factors:  (1)  the  existence  of  natural  trade  regions  within 
the  United  States,  which  disregard  state  boundaries;  and  (2)  the  growing  trend  for  U.S. 
exporters  to  relocate  from  large  cities,  where  federal  export  services  have  traditionally 
been  located,  to  suburban  locations  or  smaller  cities.  The  significance  of  these  two  factors 
indicated  that  the  USEAC  program  would  need  to  adopt  a  new  structure  for  its  network 
of  offices.  First,  it  would  need  to  shift  from  the  old  US&FCS  structure  of  district  offices 
defined  by  political  boundaries  to  one  determined  by  the  natural  flow  of  business,  such  as 
a  city's  traditional  linkage  with  large  metropolitan  areas  that  have  had  an  export 
infrastructure  of  bankers,  freight  forwarders,  and  shippers.  Second,  the  program  would 
also  need  to  get  closer  to  its  export  client  by  opening  more  offices  with  fewer  employees 
to  more  broadly  distribute  its  export  marketing  and  trade  finance  information  and 
counseling. 

We  are  concerned,  however,  that  the  hub  and  spoke  network  supporting  the  USEAC 
initiative  may  not  fiilly  realize  the  TPCC's  e}q)ectations  for  four  reasons:  (1)  ITA's 
support  is  complicated  by  resource  and  organizational  issues;  (2)  SBA  has  sharply  reduced 
its  support  of  the  hub  sites;  (3)  Ex-Im  Bank  support  will  not  be  extended  beyond  the 
existing  structure  of  its  field  network;  and  (4)  reductions  in  federal  trade  finance  support 
in  the  USEACs  place  a  greater  burden  on  state  and  local  resource  partners. 


A..  ITA  Stafiing  Constraints  and  Organizational  Issues  Complicate  USEAC  EfTorts 

ITA's  attempt  to  support  the  USEAC  program  is  hampered  by  resource,  organizational, 
and  logistical  issues. 

ITA  Resource  Priorities  Are  Mixed 

We  believe  the  rollout  of  the  remaining  Export  Assistance  Centers  will  be  complicated  by 
the  apparent  inconsistency  between  Commerce's  announced  support  for  trade  promotion 
as  a  top  Commerce  and  ITA  priority,  and  the  difficulty  US&FCS  officials  face  in  securing 
additional  resources  for  the  completion  of  the  USEAC  network— a  key  element  in 
US&FCS's  trade  promotion  operations.  In  meetings  with  US&FCS  officials  and  from 
other  sources,  we  have  been  told  that  the  USEAC  initiative  and  the  associated 
restructuring  of  US&FCS's  domestic  field  network  is  a  top  priority  of  Commerce,  if  not 
ITA.  Yet,  ITA  has  many  other  policy  initiatives  {e.g..  Big  Emerging  Markets,  Key 
Industry  Clusters,  Showcase  Europe,  North  American  Free  Trade  Agreement  Secretariat), 
which  are  also  top  priorities.  The  challenge  then  becomes  for  ITA  officials  to  ensure  that 
it  allocates  its  limited  resources  to  its  top  priority  programs— a  challenge  that  many 
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suggest  ITA,  thus  far,  has  failed  to  meet. 

According  to  US&FCS  ofiBcials,  the  USEAC  initiative  alone  needs  up  to  50  more 
personnel  slots  filled.  However,  US&FCS  does  not  have  the  resources,  and  ITA,  which 
has  been  under  a  hiring  fi'eeze  due  to  a  perennial  misalignment  of  personnel  in  the  wrong 
operating  areas  (such  as  Trade  Development),  chooses  not  to  provide  US&FCS  with 
these  resources.  Unless  ITA  recognizes  the  need  to  allocate  its  resources  to  its  top 
priorities,  initiatives  such  as  the  USEAC  program  will  have  difficulty  realizing  their  full 
potential. 


In  its  response  to  our  draft  report,  US&FCS  reportedly  has  had  success  with  reallocating 
some  of  its  headquarters  personnel  to  domestic  field  assignments  and  1 1  persons  from 
overseas  offices  have  been  given  domestic  assignments,  either  as  USEAC  site  directors  or 
as  Trade  Promotion  Coordinators  within  the  four  US&FCS  regions.  Although  ITA's 
Office  of  Administration  has  allowed  US&FCS  some  exemptions  to  the  hiring  fi-eeze  to 
hire  on  a  case-by-case  basis,  US&FCS  officials  claim  the  Office  of  Domestic  Operations 
still  needs  30-to-40  more  people  to  be  fully  staffed. 

ITA  Awareness  of  USEACs  as  a  Policy  Priority 

Another  problem  affecting  the  success  of  the  USEAC  program  is  that  few  ITA  staff— with 
the  exception  of  most  US&FCS  domestic  personnel— imderstand  what  the  USEACs  do 
and  how  their  creation  affects  ITA's  overall  efforts.  At  a  minimum,  ITA  must  find  a  way 
to  improve  its  internal  cooperation  and  coordination  to  ensure  that  the  staff  of  all 
operating  units  have  a  working  knowledge  of  the  USEACs.  Additionally,  ITA's  other 
policy  initiatives,  such  as  Big  Emerging  Markets  or  Showcase  Europe,  must  be  managed 
to  better  complement  each  other. 


In  response  to  our  draft  report,  US&FCS/Office  of  Domestic  Operations  will  arrange  a 
briefing  for  the  incoming  ITA  Under  Secretary  to  discuss  the  USEAC  initiative  and  plans 
for  communicating  the  goals  of  the  initiative  to  all  ITA  staff.  US&FCS  will  also  distribute 
USEAC  brochures  to  all  ITA  headquarters  staff. 

Coniaressional  Budget  Action  May  Curtail  Final  Rollout  of  USEAC  Sites 

As  the  Congress  deliberates  final  action  on  fiscal  year  1996  appropriations  requests,  the 
fiscal  outlook  for  ITA  and  the  US&FCS  is  uncertain.  A  severe  reduction  in  resources 
could  have  a  drastic  and  adverse  effect  on  the  completion  of  the  USEAC  network  of 
offices,  effectively  limiting  the  rollout  of  remaining  USEAC  sites. 
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US&FCS  Resource  Allocation  to  USEACs  Has  Been  Uneven 

At  the  time  of  our  field  visits,  resource  levels  for  most  of  the  USEAC  sites,  including 
Chicago,  Long  Beach,  and  Miami,  did  not  conform  with  US&FCS 's  own  allocation 
matrix.  We  believe  that  US&FCS  should  directly  apply  its  allocation  matrix  to  field 
stafl&ng  and  make  the  necessary  adjustments  as  soon  as  possible. 


Table  1 :  Allocation  of  Full-Time  Equivalent  Positions  at  First  Four  USEACs 

US&FCS 
Resource 
Allocation 

US&FCS 
On  Board 

SBA 

Ex-Im 
Bank 

Total 

Baltimore 

5 

5 

2 

0 

7 

Chicago 

6 

10 

2 

4 

16 

Long  Beach 

'5 

3 

5 

4 

12 

Miami 

5 

7 

2 

4 

13 

Source:  US&FCS.  September  6,  1994. 

As  can  be  seen  in  Table  1  above,  there  is  a  disparity  in  the  allocation  of  US&FCS 
personnel  to  three  of  the  first  four  USEACs.  US&FCS  constructed  an  allocation  matrix 
that  is  based  on  such  criteria  as  the  size  of  the  local  export  community  and  the  availability 
of  other  export  resources,  and  that  calculates  the  amount  of  US&FCS  staff  resources 
necessary  to  cany  out  the  export  marketing  activities  for  that  geographic  area.  At  the 
time  of  our  visit,  only  Baltimore's  total  number  of  employees  (FTEs  on  board)  appeared 
to  be  in  line  with  the  amoimt  the  allocation  matrix  called  for.  During  meetings  with 
US&FCS  officials  at  these  USEAC  sites,  we  were  told  of  plans  to  reassign  some 
US&FCS  staff  to  the  new  district  EACs  when  they  are  rolled  out.  Discussions  with  a 
senior  ofl5cial  assigned  to  US&FCS  headquarters  suggest  that,  using  the  reallocation 
matrix  to  reassign  personnel,  US&FCS  may  need  to  make  22  permanent  changes  of 
station  (8  to  USEACs;  14  to  district  EACs)  for  its  field  personnel  to  properly  complete 
the  network  of  hub  and  spoke  offices.  He  indicated  that  US&FCS  was  prepared  to  make 
these  changes. 

Location  of  USEAC  Spokes  Must  Remain  Flexible 

As  we  mentioned  earlier,  the  Ontario  spoke  office  could  probably  use  one  more  trade 
specialist,  as  a  priority  to  assigning  that  person  to  open  the  spoke  office  in  Oxnard.  In 
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addition,  we  understand  that  one  of  the  spokes  (in  Kennewick,  Washington)  scheduled  to 
be  linked  with  the  Seattle  hub,  could  probably  better  serve  the  export  community  if  it  was 
moved  to  Spokane.  This  location  would  enable  the  spoke  to  more  easily  service  the 
northern  Idaho  region,  which  has  been  cited  as  a  rapidly  growing  export  community. 
Unfortunately,  this  region  of  Idaho  is  viewed  by  staff  of  the  US&FCS  branch  oflBce  in 
Boise  as  their  territory.  We  also  believe  that  the  US&FCS  should  update  its  USEAC  site 
selection  process  to  incorporate  economic  data  from  the  1992  Economic  Census  to  reflect 
the  latest  shifts  in  business  patterns.  Although  we  doubt  that  the  choice  of  hub  locations 
would  change  much  over  time,  we  believe  that  US&FCS  should  be  flexible  in  determining 
the  location  of  spokes  as  well  as  the  overall  allocation  of  US&FCS  personnel  to  the 
various  offices  to  ensure  that  the  U.S.  export  community's  needs  are  met  in  the  most 
eflBcient  and  eflfective  means  possible. 


In  response  to  our  draft  report,  US&FCS  believes  that  simply  relying  on  current  census 
data  for  updating  its  USEAC  site  selections  would  be  a  counter-productive  and  time- 
consuming  exercise.  They  suggest  the  better  approach  is  to  use  local  outreach  meetings 
and  local  office  client  concentration  data  to  determine  office  locations.  We  are  not 
suggesting  that  US&FCS  continually  evaluate  census  data  and  make  corresponding 
changes  to  their  office  locations.  Most  likely,  USEAC  hub  sites  are  probably  where  they 
should  be.  The  concern  we  have  is  at  the  margins— those  areas  where  the  underlying 
demographics  and  business  patterns  are  emerging  (as  revealed  in  census  data).  We  believe 
those  areas  should  be  better  understood  so  that  US&FCS  can  make  the  changes  when 
"critical  mass  occurs"  and  not  just  overreact  to  the  most  vocal  or  outspoken  clients. 

B.  SBA's  Resource  Support  of  USEACs  Is  Pared  Back 

With  the  proposed  rollout  of  the  next  1 1  USEACs,  we  learned  that  SB  A  can  commit  only 
one  loan  officer  to  each  of  those  sites.  As  a  result,  we  questioned  SBA's  commitment  to 
the  program.  However,  after  meeting  with  the  senior  SBA  official  for  the  USEAC 
program,  we  are  convinced  that  SBA  program  officials  and  the  SBA  Administrator  have 
placed  a  high  priority  on  the  success  of  the  USEACs.  It  must  be  noted,  however,  that 
SBA  officials  emphasized  to  us  that  their  agency  faces  numerous  challenges  as  its 
resources  are  under  scrutiny  by  the  Congress.  Given  the  scarcity  of  resources,  an  SBA 
official  stated  that  the  agency  was  domg  as  much  as  it  could,  under  the  circumstances,  and 
it  intended  to  very  closely  monitor  the  performance  of  its  persoimel  at  the  USEACs. 

One  of  the  limitations  faced  by  SBA  in  the  USEAC  sites  is  that  the  SBA  team  members 
may  only  recommend  a  loan  for  approval  and  must  rely  on  the  local  SBA  District  Office 
for  final  approval.  As  a  result,  export  clients  frequent  complain  about  the  time  required 
for  SBA  to  process  its  trade  finance  applications.  International  trade  finance  transactions 
are  a  minor  concern  for  SBA  District  Offices,  because  domestic-oriented  programs 
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represent  a  larger  portion  of  their  total  loan  portfolio  and,  in  turn,  have  a  greater  impact 
on  the  performance  appraisals  of  SBA  district  staflF.  Many  export  deals,  however,  are  very 
time-sensitive,  and  such  delays  may  jeopardize  them.  We  suggested  that  SBA  grant  loan 
approval  authority  to  the  USEAC  hubs,  which  would  shorten  the  time  needed  for  loan 
approval  from  four  to  six  weeks  to  approximately  five  days.  We  are  pleased  to  report  that 
SBA  has  granted  loan  approval  authority  to  the  Long  Beach  site.  According  to  the  Long 
Beach  site  director  and  SBA  headquarters,  SBA  has  no  plans  to  extend  its  loan  approval 
authority  to  other  USEAC  sites  for  they  have  not  experienced  loan  processing  backlogs, 
as  was  the  case  in  Long  Beach.  An  SBA  headquarters  official  said  that  the  agency  has 
given  thought  to  potential  loan  turnaround  problems  and  would  consider  granting  loan 
approval  authority  to  other  USEAC  sites  if  backlogs  begin  to  occur. 

Regarding  the  remaining  1 1  USEAC  sites,  we  still  believe  the  SBA  should  assign  two  loan 
specialists,  both  to  handle  the  potential  volume  of  loan  transactions,  including  loan 
approvals,  and  to  participate  fiilly  in  the  joint  counseling  opportunities  and  outreach 
responsibilities  shared  by  all  the  USEAC  staff.  Without  the  second  loan  specialist,  the 
USEACs  may  not  be  able  to  handle  the  expected  volume  of  trade  finance  business. 
Although  SBA  has  stated  that  it  does  not  have  the  resources  to  add  a  second  loan  officer 
to  the  remaining  USEACs,  we  propose  that  the  US&FCS,  through  whatever  means 
necessary,  commit  the  resources  to  get  the  extra  trade  finance  help  needed.  US&FCS  has 
a  number  of  sources  it  can  look  to,  e.g.,  seeking  foreign  service  officers  with  commercial 
finance  experience,  entering  into  personal  service  contracts  with  former  commercial 
bankers,  or  hiring  employees  with  commercial  banking  experience  on  a  part-time  basis.  If 
the  only  option  avaDable  to  the  US&FCS  is  to  augment  the  resources  of  SBA  with  a  trade 
finance  person  of  its  own,  the  US&FCS  may  need  to  seek  delegated  authority  from  the 
SBA  to  render  credit  analyses  and  loan  recommendations  aflFecting  SBA  loan  programs. 


In  its  response  to  our  draft  report,  both  US&FCS  and  SBA  maintain  that  thus  far  they 
have  no  indication  of  problems  occurring  with  only  one  SBA  trade  finance  specialist  at 
most  USEAC  sites.  Although  we  do  recognize  that  immediate  demands  for  loan 
processing  may  be  now  met  by  one  SBA  loan  specialist,  we  do  reiterate  the  need  for  the 
USEACs  to  find  the  resources  to  add  an  extra  person  at  some  point  in  the  fiiture,  if  only 
to  provide  additional  marketing  and  outreach  until  the  volume  of  loan  applications 
increases. 

C.  Ex-Im  Bank  Support  Falls  Short  of  Expectations 

Ex-Im  Bank,  on  the  other  hand,  has  not  demonstrated  a  similar  level  of  commitment  to  the 
USEACs.  Although  Ex-Im  Bank  has  been  an  active  participant  in  the  design  and  rollout 
of  the  program,  it  declines  to  deploy  its  resources  fiirther  to  accommodate  the  complete 
network  of  15  USEACs.  Ex-Im  Bank  currently  has  21  employees  in  five  regional  offices 
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(New  York,  Miami,  Chicago,  Houston,  and  Long  Beach).  Of  the  USEAC  sites  open,  only 
four  (Long  Beach,  Miami,  New  York,  and  Chicago)  have  Ex-Im  Bank  staff  members 
collocated  within  the  USEAC.  Ex-Im  Bank  senior  management  is  confident  that,  with  its 
combination  of  regional  offices  and  its  city/state  partners,  it  will  be  able  to  respond  to  all 
USEAC  requests  for  its  sendees.  We  continue  to  believe  that  the  USEAC  program  would 
be  better  served  by  having  representatives  of  all  three  agencies  in  each  of  the  planned  15 
USEAC  (hub)  sites. 

One  of  the  resource  partners  in  the  design  of  the  USEAC  program  is  Ex-Im  Bank's 
city/state  program,  conducted  through  local  governments  that  serve  as  authorized  agents 
for  Ex-Im  Bank  trade  finance  and  credit  insurance  products  and  services.  There  are 
presently  30  city/state  partners  (including  the  District  of  Columbia  and  Puerto  Rico), 
though  only  eight  of  them  are  active,  and  just  six  of  those  active  partners  are  in  cities  vwth 
a  USEAC  hub  or  spoke.  Of  the  22  inactive  city/state  partners,  15  are  located  in  USEAC 
hubs  or  spokes.  The  only  city/state  partner  we  have  first-hand  experience  with  is  the  one 
associated  with  the  Baltimore  USEAC,  and  it  is  considered  to  be  one  of  the  best  in  the 
country.  Unfortunately,  we  have  been  told  by  some  of  the  city/state  partners  themselves 
that  only  "five  or  so"  city/state  partners  are  considered  competent.  We  understand  that 
the  Ex-Im  Bank  is  embarking  on  a  trade  finance  training  program  to  strengthen  the 
capabiUties  of  those  partners  whose  expertise  is  considered  below  par.  Thus,  it  appears 
that  the  success  of  the  USEACs  to  offer  trade  finance  assistance  to  the  exporter  will,  for 
now,  hinge  on  the  availability  of  other  program  participants,  namely  SB  A  and  those 
US&FCS  personnel  with  the  necessary  cross-training  in  trade  finance. 

The  Baltimore  USEAC  has  no  Ex-Im  Bank  staff  assigned  permanently  to  the  office, 
although  it  is  visited  periodically  by  two  Ex-Im  Bank  staff  members  fi-om  the  New  York 
regional  office.  Baltimore  is  fortunate  to  have  a  city/state  partner,  the  Maryland  Industrial 
Development  Financing  Authority  (MCDFA).  The  state  government  has  cut  back  the 
budget  for  MIDFA  and,  although  the  trade  finance  group  that  supports  the  USEAC 
remains  intact,  the  unit  has  been  forced  to  move  out  of  the  World  Trade  Center  (where 
the  USEAC  is  located)  to  a  building  four  blocks  away.  MIDFA  has  been  cited  fi-equently 
as  a  good  example  of  how  a  strong  and  competent  city/state  partner  can  effectively 
leverage  the  resources  of  the  Ex-Im  Bank  to  accomplish  its  trade  finance  mission. 

The  other  three  pilot  USEACs  all  have  Ex-Im  Bank  staff  collocated  at  the  site.  The 
closest  city/state  partner  for  the  Miami  USEAC  is  in  Tallahassee.  The  Chicago  USEAC 
has  a  city/state  partner  located  nearby,  but  it  is  presently  inactive.  The  Long  Beach 
USEAC  rivals  Baltimore  for  its  city/state  partner,  the  California  Export  Finance  Office, 
located  in  nearby  La  Palma,  is  also  considered  excellent. 

Unfortunately,  based  on  our  interviews  with  state  and  local  officials  and  a  number  of 
USEAC  personnel,  we  do  not  have  the  same  confidence  in  most  of  the  remaining  28 
city/state  partners  to  help  carry  out  Ex-Im  Bank's  trade  finance  program.  These 
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observations,  if  true,  could  undermine  the  efifectiveness  of  the  USEAC  program  as  it  rolls 
out  the  next  1 1  sites.  If  Ex-lm  Bank  staff  are  hoping  to  cover  their  territory  through 
periodic  visits,  the  lack  of  an  effective  city/state  partner  (or  any  partner,  for  that  matter) 
will  not  only  erode  the  confidence  of  exporters  in  a  federal  delivery  system  that  can  help 
them,  but  will  also  limit  their  exporting  success. 

Ex-Im  Bank  officials  have  told  us  that  they  can  neither  augment  their  regional  office 
resources,  nor  do  they  wish  to  reallocate  them  to  several  more  offices,  as  US&FCS  and 
SBA  are  doing.  Instead,  Ex-Im  Bank  officials  state  that  their  regional  offices  will  visit 
those  future  USEAC  sites  during  their  customary  circuit  of  the  major  cities  in  their  region. 
An  Ex-Im  Bank  official  stated  that  they  will  be  able  to  handle  the  volume  of  business 
generated  by  the  USEACs  by  "parachuting  in"  field  persormel  to  the  location  in  need  of 
help,  adding  that  they  wiU  respond  within  a  week.  The  Ex-Im  Bank  official  did  not  think 
this  would  be  a  problem  because  he  thought  such  a  situation  would  arise  oi\ly  infi'equently. 

What  an  Ex-Im  Bank  official  has  suggested,  however,  is  that  the  only  possibility  for 
moving  their  offices  would  be  to  relocate  their  Houston  regional  office  to  Dallas  after  the 
USEAC  opens  there.  The  feet  of  limited  Ex-Im  Bank  resources  in  the  field  may  cause 
gaps  in  the  delivery  of  trade  finance  services  in  the  USEAC  network.  If  a  client  is  in  an 
area  not  served  by  a  city/state  partner,  or  one  that  lacks  the  resources  or  expertise  to  be 
helpfiil,  then  the  client  must  rely  on  the  yet-to-be-tested  periodic  viat  of  an  Ex-Im  Bank 
representative  who  covers  that  region. 

Exporters  with  experience  in  the  first  four  USEACs  remarked  that  US&FCS  trade 
specialists  have  helped  them  in  new  ways  with  the  added  knowledge  of^  and  greater  access 
to,  trade  finance  resources.  The  emphasis  placed  by  the  USEACs  on  its  US&FCS,  SBA, 
and  Ex-Im  Bank  employees  to  conduct  joint  coimseling  of  clients,  to  identify  joint 
opportunities  for  outreach  to  the  business  community,  and  to  enhance  cross-training,  has 
yielded  improved  service  delivery  to  the  export  commimity.  And  US&FCS  trade 
specialists  and  SBA/Ex-Im  Bank  loan  officers  assigned  to  the  USEACs  have  benefitted 
fi-om  the  increased  opportunity  for  cross-marketing  of  their  products  and  services  to  their 
counterpart's  clients  and  the  opportunity  for  client  referrals  fi-om  their  counterparts.  Our 
concern  is  that  the  future  USEAC  sites  may  not  benefit  fi"om  the  significant  participation 
that  US&FCS,  SBA,  and  Ex-Im  Bank  devoted  to  the  first  four,  thus  limiting  their 
effectiveness  with  exporters. 


In  its  response  to  our  draft  report,  US&FCS  has  agreed  to  our  recommendation  to  pursue 
other  options  to  augment  the  trade  finance  resources  at  those  USEACs  where  such 
expertise  is  not  available  through  the  presence  of  either  an  on-site  Ex-Im  Bank 
representative  or  one  of  its  city/state  partners. 
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On  the  other  hand,  in  its  response  to  our  draft  report,  Ex-Im  Bank  states  that  the  presence 
of  its  Ex-Im  Bank  regional  staff  or  one  of  the  city/state  partners  should  be  sufficient  to 
respond  to  all  USEAC  needs  for  Ex-Im  Bank  services.  Through  information  provided  by 
the  Senior  Policy  Working  Group,  we  calculated  that  gaps  would  likely  occur  in  the 
delivery  of  Ex-Im  Bank  services  to  the  several  USEACs  in  which  Ex-Im  Bank  has  no 
representative  and  which  also  has  no  active  city/state  partner.  Although  Ex-Im  Bank  has 
conducted  a  training  program  for  city/state  partners  to  improve  their  performance,  at  the 
time  of  our  review  it  was  not  apparent  what  practical  effect  this  action  may  have.  We 
therefore  urge  US&FCS,  through  the  Senior  Policy  Working  Group,  to  work  closely  with 
Ex-Im  Bank  and  SBA  to  ensure  that  trade  finance  support  is  rendered  quickly,  efficiently, 
and  effectively  to  USEAC  clients. 

D.  Limited  Federal  Trade  Finance  Support  in  USEACs  Shifts  Burden  to  State  and 
Local  Resource  Partners 

One  of  the  elements  in  the  design  of  the  USEAC  program  has  been  to  take  advantage  of 
the  existence  of  various  other  public  sector  groups— especially  state  and  local 
governments— that  can  offer  their  resources  and  expertise  to  help  U.S.  exporters.'  We 
found  during  our  field  visits  that  many  local  groups,  both  government  and  non- 
government, do  offer  specialized  counseling,  trade  financing  services,  and  access  to 
foreign  market  opportunities  (both  market  information  and  overseas  trade  missions)  for 
U.S.  exporters. 

During  the  rollout  phase  of  the  USEAC  program,  the  Senior  Policy  Working  Group 
organized  outreach  meetings  for  the  local  export  community  in  each  of  the  IS  cities  slated 
for  a  USEAC.  These  meetings  were  hosted  by  the  local  District  Export  Coimcil.  At  each 
meeting,  there  was  much  discussion  about  the  specific  and  often  unique  levels  of  support 
for  exporters  that  would  be  needed  fi^om  the  USEAC.  It  is  the  consensus  that  as  the  rest 
of  the  USEACs  are  rolled  out,  they  should  be  tailored  to  address  the  needs  of  the  business 
community  in  each  area  (e.g.,  in  some  cities,  the  USEAC  would  be  more  of  a  wholesaler 
of  information  and,  in  others,  it  may  provide  more  direct  assistance). 

Two  of  the  better  examples  we  found  involved  the  Baltimore  and  Long  Beach  USEACs. 
Located  in  the  same  building  as  the  Baltimore  USEAC  is  the  Maryland  Department  of 
Economic  and  Employment  Development  and  the  World  Trade  Center  Institute,  with  the 
Maryland  Industrial  Development  Finance  Authority  located  only  a  few  blocks  away.  As 
we  mentioned  above,  MCDFA  has  shown  itself  to  be  a  strong  partner  to  the  USEAC  in 
assisting  exporters  with  their  trade  finance  needs. 

In  Long  Beach,  the  USEAC  is  located  in  the  same  building  as  the  California  Department 
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of  Export  Development.  This  group  has  several  overseas  offices  that  not  only  provide 
market  intelligence  for  trade  opportunities  but  also  host  trade  missions  sponsored  by  the 
state.  Other  collocated  groups  include  the  Greater  Los  Angeles  Trade  Center  Association 
and  the  Long  Beach  Export  Development  OflBce.  An  additional  asset,  although  not 
located  in  Long  Beach,  is  the  California  Export  Finance  OfiBce,  which  offers  trade 
financing  for  California  exporters. 

An  example  of  the  problems  that  can  occur  with  resource  partners  is  the  situation  in 
Chicago  with  the  Illinois  Department  of  Commerce  and  Community  AfiFairs,  International 
Business  Division.  Because  of  sharp  cutbacks  in  the  state  budget,  this  entity  had  suffered 
a  50  percent  cutback  in  resources.  This  cutback  resulted  in  the  closing  of  half  of  its 
overseas  offices  and  the  layoff  of  a  substantial  number  of  staff.  The  impact  to  the  Chicago 
USEAC  is  that  this  State  of  Illinois  resource  partner  is  substantially  less  able  than  before 
to  help  the  local  export  business  conununity  in  the  near  term  and  the  USEAC  may  need  to 
modify  its  program  to  ensure  trade  finance  coverage  for  the  region. 

In  the  remaining  1 1  USEACs,  US&FCS  and  the  Senior  Policy  Working  Group  must 
closely  examine  each  site  to  assess  how  much  support  they  can  realistically  expect  fi'om 
the  local  resource  partners.  This  is  particulariy  important  because  the  USEACs 
themselves  will  have  fewer  staff  (/.  e. ,  no  Ex-Im  Bank  staff  and  only  one  SB  A  staff 
member).  It  is  necessary,  therefore,  to  look  hard  at  the  resource  partners  to  determine 
who  has  the  financial  stability  and  expertise  on  which  the  USEAC  can  rely. 

As  more  USEAC  sites  are  opened,  we  believe  more  attention  should  be  paid  to  enhancing 
the  cooperation  of  state  and  local  government  and  private  sector  resource  partners  with 
the  USEACs.  These  entities  can  be  a  valuable  resource  in  working  with  the  USEAC  to 
increase  the  export  activity  in  their  communities.  They  disseminate  trade  information, 
sponsor  seminars,  and  assist  exporters  with  financing  and  counseling.  The  resources  and 
expertise  of  these  groups  have  a  direct  effect  on  the  role  that  the  USEAC  may  need  to 
assume  if  the  local  ©qjort  community  is  to  grow.  In  some  locations,  the  role  of  the 
USEAC  can  be  more  of  a  wholesaler  of  information  to  these  resource  partners,  whereas  in 
others  they  may  need  to  provide  their  services  and  information  more  on  a  one-on-one 
basis. 

IV.    US&FCS  MANAGEMENT  MUST  ADDRESS  OTHER  MATTERS 
AFFECTING  USEACS  FUTURE 

Our  concerns  with  US&FCS's  management  of  the  USEAC  program  are  many:  (1)  the 
lack  of  a  USEAC  reporting  system;  (2)  the  integration  of  the  US&FCS  foreign  and 
domestic  components  into  a  Commercial  Service  of  the  United  States  may  be  more  form 
than  substance;  (3)  US&FCS's  domestic  regional  management  structure  should  be  re- 
evaluated in  light  of  the  USEAC  network;  (4)  US&FCS  should  allow  USEACs  greater 
flexibility  in  their  operations,  and  (5)  the  information  technology  needs  of  the  USEACs 
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should  be  addressed  further. 

A.  USEAC  Program  Lacks  Reliable  System  for  Identifying,  Measuring,  and 
Reporting  Accomplishments 

The  Senior  Policy  Working  Group  conducted  the  planning  of  policy  and  operational 
guidelines  for  the  USEACs,  although  they  have  not  resolved  the  criteria  for  measuring 
success.  At  the  time  of  our  site  visits,  the  three  agencies  were  still  measuring  success  as 
they  always  had— US&FCS's  goals  were  measured  by  the  number  of  export  actions  and 
SB  As  were  measured  by  the  number  of  loan  guarantees.  Ex-Im  Bank  measured  its 
performance  qualitatively— its  outreach  to  the  business  community.  All  agencies  continued 
to  report  their  individual  accomplishments  to  their  parent  agencies.  There  are  other 
activities  of  the  USEAC  that  seem  to  have  no  criteria  for  measurement,  such  as  joint 
counseling,  outreach,  and  client  referrals. 

It  is  critical  for  the  Senior  Policy  Working  Group  to  take  action  to  collectively  determine 
how  USEACs  will  identify,  measure,  and  report  their  accomplishments.  The  working 
group  should  keep  the  exporter  in  mind  when  identifying  these  measures  for  success  to 
ensure  that  they  are  vaHd  and  meaningfiil.  The  exporter  may  be  able  to  offer  suggestions 
to  improve  the  operations  of  the  USEAC  and  identify  those  performance  elements  that  are 
critical  to  their  exporting  success.  USEAC  managers  have  suggested  several  components 
that  will  make  up  the  criteria  for  measurement  of  success  in  the  USEACs,  such  as  the 
dollar  volume  of  loans  processed,  and  the  number  of  new-to-market  and  new-to-export 
companies  that  have  successfiilly  exported. 


In  its  response  to  our  draft  report,  US&FCS  states  that  their  Performance  Measurement 
Review  Team  has  developed  and  implemented  a  system  of  USEAC  performance  measures 
to  address  our  concerns.  We  have  requested  documentation  from  US&FCS  and  they  have 
promised  to  provide  this  to  us. 

B.  Integration  of  US&FCS  Domestic  and  Overseas  Staff  Warrants  Special 
Attention 

The  establishment  of  Regional  and  District  EACS  will  affect  virtually  every  domestic 
US&FCS  office  and,  indirectly,  every  overseas  post.  The  US&FCS  is  basically  creating 
more  domestic  field  offices  with  fewer  people  in  each  office.  This  change  requires  the 
reassignment  of  numerous  staff  as  well  as  offering  the  opportunity  to  tap  the  pool  of 
Foreign  Service  Officers  (FSOs)  returning  from  their  tour  with  a  US&FCS  overseas  post. 
This  phenomenon  of  returning  FSOs  is  of  particular  concern  to  us  as  the  US&FCS  strives 

33 


76 


U.  S.  Department  of  Commerce                                                               Final  Inspection  Report 
Office  of  Inspector  General IPE-7130 

to  integrate  its  domestic  and  foreign  personnel  through  assignments  to  duty  stations  on  a 
global  basis  rather  than  only  overseas  or  only  domestic  U.S.  duty  stations.  The  purpose 
behind  the  integration  of  the  two  services  is  to  broaden  the  experience  of  each.  To  quote 
the  National  Export  Strategy: 

"The  US&FCS  network  is  composed  of  two  distinct  work  forces:  domestically,  civil 
service  trade  specialists  who  counsel  U.S.  businesses  in  their  local  communities;  and 
overseas,  foreign  service  officers  who  assist  visiting  firms.  This  division  has  two 
major  shortcomings.  First,  domestic  staff  often  lack  opportunities  to  gain  "hands-on" 
work  experience  in  foreign  markets— essential  to  counsel  clients  authoritatively. 
Second,  foreign  service  oflScers  typically  spend  most  of  their  careers  abroad,  and  have 
fewer  opportunities  to  work  in  the  United  States,  where  most  business  is  generated."' 

Beyond  the  basic  objective  of  exchanging  both  domestic  and  overseas  roles,  the 
integration  of  the  US&FCS  domestic  and  foreign  personnel  feces  practical  hurdles  of 
rotation  schedules  and  finding  meaningful  assignments  for  persons  with  a  wide  range  of 
professional  backgrounds. 

The  Foreign  Service  Personnel  regulations  imder  which  the  US&FCS  must  operate  allows 
an  FSO  to  be  assigned  consecutive  tours  extending  no  more  than  15  years  oxrtside  the 
United  States.  Since  the  US&FCS  was  separated  fi-om  the  State  Department  in  1980  and 
a  number  of  new  FSOs  were  then  hired,  we  expert  that  US&FCS  may  soon  be  faced  with 
a  rise  in  the  number  of  FSOs  who  will  be  approaching  the  15-year  limit.  This  increase  of 
FSOs  may  create  a  surplus  of  senior-level  personnel  for  which  the  US&FCS  must  find  a 
suitable  domestic  office  assignment,  not  unlike  the  problem  the  State  Department  faces 
with  its  returning  FSOs.  These  individuals  would  then  need  to  find  an  assignment  with 
US&FCS  either  in  its  Washington  headquarters  or  somewhere  within  its  domestic  field 
office  structure. 

US&FCS  has  been  attempting  to  integrate  the  work  experience  of  the  domestic  and 
foreign  staff  through  other  measures,  such  as:  (1)  requiring  new  commercial  officers  to 
serve  their  first  assignment  with  a  US&FCS  domestic  office;  and  (2)  encouragng  trade 
specialists  and  others  serving  in  domestic  offices  to  seek  temporary  duty  assignments 
overseas  to  enable  them  to  gain  foreign  post  experience.  US&FCS  officials  have  said  that 
one  of  the  incentives  by  which  they  hope  to  integrate  the  domestic  and  overseas  personnel 
is  by  offering  the  opportunity  for  faster  career  growth  if  the  personnel  choose  to  accept 
overseas  assignments  and  are  willing  to  be  more  flexible  in  their  choice  of  duty  stations. 
One  of  the  USEAC  site  dirertors  suggested  that  "FSOs  would  be  good  at  domestic 
assignments  requiring  representational  work."  Although  FSOs  generally  would  be  slightly 
senior  in  grade  level  to  other  domestic  staff,  US&FCS  should  determine  how  to  assign 
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these  oflBcers  to  suitably  challenging  stateside  assignments  where  they  can  serve 
productively.  As  recently  as  July  1995,  US&FCS  launched  a  new  program  to  recruit 
domestic  service  personnel  into  the  foreign  commercial  service  through  a  series  of 
interviews,  sidestepping  the  rigorous  recruitment  process  of  the  foreign  service  officer 
exam.  Although  the  number  of  candidates  eligible  for  this  program  is  small,  it  is 
recognized  as  an  important  first  step  to  increasing  the  integration  of  the  two  services. 

US&FCS  officials  have  said  that  they  expea  the  integration  of  the  domestic  and  foreign 
services  to  take  time,  probably  five  to  seven  years.  The  change  involves  the  integration  of 
two  different  "corporate  cultures,"  involving  individuals  who  have  had  different 
expectations  as  to  the  type  of  work  they  expect  to  do  and  where  they  expect  to  do  it. 


In  response  to  our  draft  report,  US&FCS  states  that  it  has  (1)  assigned  overseas  personnel 
to  domestic  locations,  (2)  offered  limited  overseas  assignments  to  domestic  personnel,  and 
(3)  assessed  several  domestic  personnel  into  the  foreign  side  of  the  US&FCS  for  eventual 
overseas  assignments.  These  actions  are  consistent  with  our  recommendation  and  we 
urge  US&FCS  to  continue  this  pace  of  integrating  its  domestic  and  overseas  personnel. 

C.  Current  US&FCS  Regional  Management  Structure  Should  Be  Re-Examined 

We  believe  the  allocation  of  resources  by  US&FCS  to  support  the  USEAC  program  could 
be  improved.  What  were  five,  and  now  four,  regional  offices  and  their  staff  supporting  the 
domestic  network  represent  an  unnecessary  drain  of  US&FCS  resources  from  direct 
services  to  export  clients.  We  believe  much  of  those  resources  could  be  put  into  the 
USEACs.  In  the  spring  of  1995,  US&FCS  decided,  but  then  postponed  its  decision,  to 
reduce  the  number  of  regional  directors  fi-om  five  to  three,  although  we  believe  it  should 
follow  through  with  its  decision  now.  We  have  since  learned  that  the  US&FCS  regional 
office  in  Atlanta  was  closed,  reducing  the  number  of  regional  offices  to  four:  Baltimore 
(replacing  Philadelphia),  Cincinnati,  St.  Louis,  and  San  Francisco.  Beyond  the  question  of 
resources,  however,  we  believe  that  the  regional  management  structure  may  not  be  the 
most  appropriate  means  for  US&FCS  to  maintain  management  oversight  of  a  new 
USEAC  network. 

We  believe  that  the  number  and  location  of  US&FCS  regional  offices  are  based  on  an 
outmoded  operations  environment  and  should  be  re-examined  to  fit  the  new  US&FCS 
domestic  field  structure  and  operating  environment  as  it  will  be  realized  through  the 
USEAC  network  of  hub  and  spoke  offices.  The  driving  forces  behind  this  re-examination, 
of  course,  are  the  changes  represented  by  the  creation  of  USEACs  and  the  integration  of 
the  US&FCS  domestic  and  foreign  personnel.  As  US&FCS  attempts  to  "get  closer  to  its 
customer"  by  establishing  more  field  offices  staffed  by  fewer  employees,  it  must  also 
criticjilly  examine  the  role  of  regional  directors  (RDs).  Given  that  the  RDs  serve  more  an 
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administrative  and  management  role,  rather  than  being  directly  involved  in  export 
promotion,  it  would  appear  that  they  need  not  necessarily  be  located  in  the  field.  Further, 
we  question  whether  the  present  number  of  RDs  (four)  makes  sense  in  the  face  of  IT  A' s 
continuing  environment  of  scarce  fiscal  resources  and  hiring  constraints.  For  example,  the 
commitment  of  16  positions  to  maintain  four  regional  office  directors  and  their  associated 
support  staff  appears  difficult  to  justify  in  light  of  the  current  and  likely  fiiture  scarcity  of 
resources.  Furthermore,  we  believe  the  role  of  RDs,  coupled  with  the  benefit  of 
telecommunications  and  computer  technologies,  may  be  conducted  just  as  easily  and  more 
efficiently  in  another  city  (even  US&FCS  headquarters)  versus  at  the  four  regional 
locations  as  is  presently  done.  Finally,  the  creation  of  the  USEAC  network,  suggests  that 
the  hub  sites  may  have  a  role  in  the  oversight  and  management  of  the  field  network.  We 
reconunend,  therefore,  that  US&FCS  re-examine  what  form  of  management  structure  it 
needs  to  best  oversee  domestic  field  operations. 


In  response  to  our  draft  report,  US&FCS  has  cited  a  number  of  steps  it  has  taken  to  re- 
examine its  regional  system:  (1)  reducing  the  number  of  regional  directors;  (2)  vesting 
each  regional  director  with  greater  management  and  administrative  responsibilities;  and  (3) 
creating  eight  new  positions  of  Trade  Promotion  Coordinator,  to  be  staffed  by  Foreign 
Commercial  Service  Officers  and  located  in  each  of  the  four  US&FCS  regions. 

We  agree  that  US&FCS  should  reduce  the  number  of  re^onal  direaors  and  give  them 
greater  responsibility.  However,  we  are  aware,  and  concerned  by,  the  concurrent 
reduction  in  the  number  of  staff  members  supporting  the  Dq)uty  Assistant  Secretary  for 
Domestic  Operations.  Reportedly,  the  DAS  for  ODO  presently  has  only  one  staff  person 
to  principally  support  him  for  questions  concerning  the  USEACs— and  that  individual  is 
slated  for  a  domestic  field  assignment.  Clearly,  US&FCS  headquarters  officials  should  be 
prepared  to  address  how  they  propose  to  best  manage  a  more  &r-fiung  domestic 
structured  with  such  scant  resources. 

D.  Greater  Creativity  and  Flexibility  Should  Be  Encouraged  at  Individual  USEACs 

We  have  heard  complaints  fi^om  US&FCS  field  personnel  regarding  the  sometimes  "over- 
involvement"  of  US&FCS  headquarters  in  the  establishment  and  operation  of  the 
USEACs.  The  comments  made  were  that  headquarters  was  becoming  too  involved  in 
seemingly  trivial  decisions  that  unnecessarily  burdened  the  field  staff  with  having  to 
respond  to  the  inquiry  before  gaining  Washington's  approval.  The  comment  was  that 
US&FCS  headquarters  should  allow  the  field  staff  some  level  of  discretion  over  decisions 
affecting  the  new  USEAC  offices.  This  perception  of  Washington's  excessive  oversight 
of  the  USEACs  was  also  reinforced  in  a  meeting  with  a  team  of  General  Accounting 
Office  officials,  presently  conducting  a  review  of  the  USEAC  program,  who  have  also 
visited  the  sites. 
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We  find  these  comments  and  observations  to  be  troubling  in  light  of  the  opportunity  the 
USEAC  efifort  presents  to  US&FCS  to  take  some  risks  and  test  new  methods  for 
delivering  export  assistance  services  to  the  business  community.  We  encourage  US&FCS 
to  allow  the  USEACs  a  greater  level  of  discretion  and  judgment  over  the  details  of  their 
sites  while  striving  to  achieve  the  fiindamental  goals  of  the  program. 


In  response  to  our  draft  report,  US&FCS  cited  the  development  and  implementation  of 
the  new  performance  measure  system  as  a  means  to  foster  greater  creativity.  This  new 
system  is  expected  to  measure  actual  accomplishments  rather  than  activity. 

£.  Telecommunications  and  Computer  Technology  Shortcomings  Noted 

Increasingly,  the  success  of  the  US&FCS  trade  specialists  within  the  USEAC  network  will 
depend  on  maximiang  their  contact  time  with  their  export  clients  and  the  amount  of  useful 
information  they  can  retrieve  before,  during,  and  after  these  counseling  sessions. 
Information  technology  and  telecommunications  are  the  tools  to  achieve  these  ends. 
Without  these  resources,  the  trade  specialists  will  be  less  productive  and  wrill  be  unable  to 
help  as  many  potential  exporters. 

Mobile  OfSce  Technologv  to  Meet  Needs  of  USEAC  Staff  and  Clients 

Prior  to  our  site  visits,  the  US&FCS  Deputy  Assistant  Secretary  for  Domestic  Operations 
had  shown  us  a  "mobile  office,"  a  suitcase-sized  case  consisting  of  a  laptop  computer, 
cellular  phone,  CD-ROM  reader,  &csimile  machine,  and  printer.  This  device  was 
reportedly  the  prototype  of  things  to  come  and  was  intended  to  be  used  by  US&FCS  staff 
members  when  they  visit  client  ofQces  to  conduct  joint  counseling  sessions.  These  devices 
are  to  be  used  by  the  US&FCS  staff  to  access  databases  of  international  trade  data  and 
export  marketing  information  while  counseling  the  client. 

Although  this  device  appears  to  have  significant  attributes,  it  has  not  been  universally 
adopted  by  the  field.  According  to  US&FCS  trade  specialists  we  interviewed,  it  is 
considered  to  be  a  cumbersome  device  to  transport,  and  few  of  them  saw  the  need  for  it. 
During  the  period  of  our  visits,  only  two  of  the  four  USEACs  had  received  and  used  the 
mobile  office  cases.  The  third  unit  had  been  returned  to  Washington,  and  the  fourth  had 
just  arrived  but  had  not  yet  been  used.  What  the  trade  speciahsts  expressed  a  desire  for 
was  the  flexibility  to  choose  fi^om  the  mix  of  electronic  devices  they  believe  would  be  the 
best  tools  to  help  them  be  more  effective  in  their  work.  What  some  of  the  trade  specialists 
said  they  found  most  useful,  however,  was  perhaps  a  laptop  computer  and  a  cellular  phone 
with  which  to  conduct  their  field  work. 

Some  US&FCS  trade  specialists  have  already  begun  the  process  of  operating  fi-om  mobile 
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offices  through  the  use  of  technology.  The  work  of  a  trade  specialist  resembles  that  of  a 
consultant  and,  just  as  time  constraints  on  American  business  people  increase,  so,  too, 
must  US&FCS  deliver  its  products  and  services  to  its  business  clients  quickly    As 
technology  improves,  the  exporters  will  expect  the  trade  specialist  to  come  to  their  office. 
The  USEACs  are  one  of  several  initiatives  US&FCS  has  implemented  in  the  last  year  that 
will  affect  the  direction  that  technology  should  be  moving.  One  of  the  important 
fundamentals  of  this  concept  is  the  move  to  collocate  US&FCS  counseling  centers  with 
other  agencies,  such  as  state  and  local  export  offices,  and  share  data  with  these 
organizations  and  other  not-for-profit  export  groups,  such  as  World  Trade  Centers. 
US&FCS  should  consider  the  need  for  trade  specialists  to  be  sharply  attuned  to  the 
availability  and  capability  of  trade  partners  and  other  government  agencies  in  their  locale 
that  are  offering  similar  services.  It  is  important  that  these  various  organizations 
communicate  with  one  another  both  personally  and  electronically 

2.  National  Trade  Data  Bank  Needs  to  Be  More  User-Friendly 

During  our  field  visits,  we  heard  numerous  complaints  about  the  National  Trade  Data 
Bank  (NTDB).  Access  to  the  data  is  slow;  placing  the  NTDB  in  public  libraries  has 
resulted  in  long  lines  of  potential  users.  These  delays  are  due  to  the  libraries  limiting  the 
users'  access  to  30  minutes  each  and  the  &ct  that  some  library  staff  assigned  to  help  users 
with  the  NTDB  were  not  familiar  with  the  most  effective  ways  to  access  the  information, 
thereby  reducing  productive  use  of  the  terminals.  We  found  that  local  resource  partners, 
such  as  the  Export  Small  Business  Development  Center  in  Los  Angeles  and  the  Florida 
Trade  Data  Center  in  Miami,  took  the  basic  information  on  the  NTDB  and  created  more 
user-fiiendly  methods  to  access  the  information,  such  as  reconfiguring  the  information  in  a 
personal  computer  file  menu,  plus  these  partners  augmented  the  basic  NTDB  data  with 
additional  information  valuable  to  their  export  communities.  We  recommend  that 
US&FCS  assess  alternative  means  for  disseminating  NTDB  information  that  would  be 
more  accessible  to  the  end  user. 

3.  Commercial  Information  Management  System 

The  Commercial  Information  Management  System  (CIMS)  is  the  client  contact  database 
that  US&FCS  developed  several  years  ago  for  use  by  field  personnel  in  counseling  their 
clients.  At  the  end  of  1994,  US&FCS  commissioned  a  consulting  firm  to  analyze  its 
automation  environment.  Although  US&FCS's  Office  of  Information  Systems  found  the 
consultant's  report  to  be  generally  well-prepared  and  with  correct  findings,  it  also  cited 
shortcomings  fi"om  the  report,  such  as  weak  cost  data  and  a  tendency  to  have  a  bias 
toward  those  items,  such  as  end-user  tools,  having  an  immediate  payback.  Nonetheless, 
the  report  did  cite,  and  the  Office  of  Information  Systems  agreed,  that  CIMS  could  be 
simpler  to  use,  and  a  CIMS  redesign  to  include  a  graphical  user  interface  would  be 
helpful.  US&FCS  should  assess  the  needed  upgrades/modifications  needed  to  make 
CIMS  a  more  usable  database  for  the  US&FCS  field  offices. 
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In  response  to  our  draft  report,  US&FCS  reaflBrmed  its  commitment  to  use  technology  to 
improve  the  productivity  of  its  trade  specialists  and  their  client  contact.  In  recent 
meetings  with  senior  US&FCS  managers,  they  have  told  us  that  they  have  decided  to 
scrap  the  proposal  to  equip  all  of  the  USEACs  with  the  mobile  ofBces.  These  systems 
were  found  to  be  too  cumbersome  and  did  not  meet  the  needs  of  the  trade  specialists. 
What  US&FCS  now  proposes  is  a  goal  of  one  laptop  computer  for  each  trade  specialist. 
Additionally,  US&FCS  is  evaluating  wireless  communications  technology  as  a  means  to 
provide  more  cost-effective  and  reliable  communications  for  the  trade  specialist  in  the 
field.  According  to  US&FCS,  the  Economics  and  Statistical  Administration  is  planning 
the  release  of  a  more  user-fiiendly  National  Trade  Data  Bank  on  CD-ROM  and  is  also 
making  the  NTDB  available  through  the  Internet.  Finally,  US&FCS  officials  state  the 
Commercial  Information  Management  System  may  be  replaced  with  off-the-shelf  data 
base  management  software. 


V.  Conclusions 

Our  initial  observations  of  U.S.  Export  Assistance  Centers  have  indicated  that  many 
dedicated  US&FCS  staff  and  others  have  worked  hard  in  bringing  together  federal  export 
assistance  efforts  in  a  more  synergistic  manner.  While  it  is  premature  to  see  evidence  of 
significant  results,  we  have  received  reports  of  greater  successes  being  achieved  by  the 
first  four  sites. 

At  this  point,  the  "honeymoon"  for  the  USEAC  program  is  over  and  it  is  beginning  to  feel 
some  stress  fi-om  the  fiscal  realities  affecting  the  commitment  by  SBA  and  Ex-Im  Bank  to 
the  fiirther  rollout  of  sites.  The  Senior  Policy  Working  Group  also  has  several  issues  to 
address  that  have  been  raised  by  the  site  directors  at  the  first  four  locations.  US&FCS  has 
many  decisions  to  make  concerning  how  it  plans  to  oversee  this  network,  and  integrate  it 
into  the  rest  of  US&FCS,  and  IT  A,  operations. 

We  are  most  concerned,  however,  with  the  priority  ranking  in  which  ITA  views  its  many 
policy  initiatives,  and  the  decisions  it  makes  to  allocate  resources  to  those  priorities.  This 
factor,  we  believe,  poses  the  greatest  single  threat  to  the  future  of  the  Export  Assistance 
Centers.  Although  ITA  claims  the  USEAC  initiative  is  a  top  priority,  we  fail  to  see  that 
translated  into  meaningful  support  for  its  implementation.  We  believe  this  problem  stems 
fi-om  ITA's  persistent  misalignment  of  resources  among  its  operating  units,  and  failure  to 
accommodate  its  stated  priorities  in  any  order  ranking.  With  the  prospect  of  significant 
budget  reductions  in  fiscal  year  1996,  we  have  little  assurance  that  the  National  Export 
Strategy's  concept  of  a  nationwide  network  of  "one-stop"  shops  for  export  assistance  will 
become  a  reality,  unless  ITA  senior  management  makes  some  very  difficult,  but  necessary, 
decisions  in  the  next  few  months. 
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VL    Recommendations 

We  recommend  that  the  Assistant  Secretary  and  Director  General,  US&FCS,  in 
consultation  with  the  appropriate  o£Bcials,  take  the  necessary  actions  to  address  the 
following  recommendations: 

1 .  Take  immediate  measures  to  ensure  that,  at  a  minimum,  each  hub  location  is 
assigned  at  least  one  full-time  trade  finance  expert.  More  specifically,  the  following 
options  should  be  pursued: 

A.  Request  the  Secretary  of  Commerce,  as  chair  of  the  Trade  Promotion 
Coordinating  Committee,  to  strongly  encourage  the  Export-Import  Bank  to 
redistribute  or  increase  its  regional  staff  resources  to  provide  at  least  one  full- 
time  person  to  each  Export  Assistance  Center  hub  location. 

B.  Have  US&FCS  and  ITA  officials  give  prompt  and  priority  consideration  to 
recruiting  and  hiring  experienced  trade  finance  specialists  in  its  hub  locations. 
This  should  be  an  absolute  priority  for  any  USEAC  hub  that  does  not  have  a  full- 
time  finance  specialist  fi-om  the  Ex-Im  Bank. 

2.  Request  the  Secretary  of  Commerce,  as  chair  of  the  Trade  Promotion  Coordinating 
Committee,  to  strongly  encourage  SBA  to  honor  its  commitment  to  the  planned 
level  of  field  staff  resources  to  the  Export  Assistance  Centers.  Concurrently, 
develop  an  alternative  strategy  that  will  effectively  address  any  voids  or  problems 
created  by  SBA's  inability  to  fiilly  honor  its  earlier  commitment. 

3.  Work  with  the  Assistant  Secretary  for  International  Economic  Policy,  the  Assistant 
Secretary  for  Trade  Development,  and  the  ITA  Director  of  Administration,  to 
ensure  that  the  appropriate  levels  of  internal  cooperation  and  coordination  are 
established  and  maintained  that  will,  to  the  maximum  extent  possible,  ensure  that: 

A.  All  ITA  employees  involved  in  export  promotion  activities  with  the  public  have  a 
working  knowledge  of  the  hub  and  spoke  network  and  that  they  clearly 
understand  their  respertive  roles  and  responsibilities. 

B.  ITA's  many  priorities  and  initiatives  {e.g..  Big  Emerging  Markets,  Showcase 
Europe,  etc.)  are  managed  to  effectively  complement  each  other. 

C.  Priority  consideration  is  given  to  filling  the  key  jobs  in  the  Export  Assistance 
Center  hubs  and  major  spokes  with  experienced  personnel  with  a  variety  of  trade 
and  commercial  experience  both  in  the  United  States  and  overseas.  This  should 
include  reallocating  ITA  headquarters  resources,  as  necessary,  to  ensure  that 
these  key  positions  are  filled  with  qualified  staff. 
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4.  To  widely  test,  demonstrate,  and  promote  the  validity  and  potential  of  the  USEAC 
hub  and  spoke  concept,  give  prompt  and  priority  attention  to  rolling  out  a  complete 
"showcase"  hub  and  spoke  network  in  one  region.  This  model  hub  and  spoke 
network  should  be  one  that  (1)  has  great  potential  to  succeed,  (2)  can  be  put  in  place 
quickly,  and  (3)  can  be  operated  with  all  of  the  desirable  partners  and  components 
{i.e.,  US&FCS,  SB  A,  and  Ex-Im  Bank)  and  other  important  resources  (e.g., 
information  technology,  telecommunications,  state  and  local  partners,  and  Senior 
Commercial  OflBcers). 

5.  Develop  and  implement  a  comprehensive  overhaul  of  US&FCS's  domestic  and 
overseas  resource  allocation  and  field  management  structure  to  effectively  address 
emerging  USEAC  resource  needs  world  wide,  linking  the  strategy,  planning  and 
execution  of  several  initiatives  to  ensure  that  US&FCS: 

A.  Re-evaluates  the  need  for,  and  reconfirms  the  choice  of  all  83  USEAC  spoke 
locations,  by:  (1)  justifying  the  need  for  the  dozens  of  small  ofiBces  it  intends  to 
establish,  which  appear  to  offer  diminishing  returns  for  the  significant  investment 
involved;  (2)  determining  whether  the  choice  of  locations  is  still  valid  by  using 
such  tools  as  results  fi^om  the  more  recent  1992  economic  census  data,  and  other 
information  (such  as  target  client  data  fi-om  local  outreach  meetings  and  local 
office  client  concentration  data)  for  the  allocation  matrix  and  selection  criteria; 
and  (3)  making  the  necessary  adjustments  to  the  total  number  and  location  of 
USEAC  spokes. 

B.  Develops  and  implements  a  system  for  periodically  evaluating  and  adjusting 

(1)  US&FCS  resources  allocated  to  all  of  the  USEAC  sites,  and  (2)  the  location 
of  the  spoke  offices,  as  necessary.  In  this  regard,  US&FCS  should  ensure  that  it 
incorporates  a  high  degree  of  flexibility  into  the  USEAC  site  rollout  plans  that 
will  routinely  respond  to  changing  business  patterns  and  avoid  having  its  hub  and 
spoke  network  become  obsolete. 

C.  In  conjunction  with  parts  A  and  B  above,  re-distribute  US&FCS  human 
resources,  through  directed  assignments  if  necessary,  to  domestic  field  locations 
as  determined  by  the  resource  aUocation  matrix  to  maximize  the  agency's  trade 
promotion  goals  and  objectives. 

D.  Thoroughly  re-examines  the  continued  need  for  its  regional  manager  structure 
and  explores  alternatives  to  providing  improved  management  oversight  of  the 
hub  and  spoke  network. 

E.  Develops  a  clear  and  concise  strategy  aimed  at  simultaneously  (a)  promoting 
US&FCS's  foreign  and  domestic  "integration"  initiatives,  and  (b)  developing  a 
plan  to  staff  the  USEACs  with  personnel  having  significant  overseas  trade 
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experience,  e.g.,  by  providing  incentives  to  encourage  Foreign  Service  Officers 
to  bid  on  domestic  tours,  making  directed  assignments  of  FSOs  to  domestic 
positions,  and  offering  excursion  tour  opportunities  to  USEAC  staff  members. 

6.  Explore  additional  ways,  beyond  the  integration  initiative,  to  bring  more  immediate 
artion  to  improve  and  further  enhance  US&FCS  overseas  personnel's  knowledge 
and  understanding  of  the  actual  workings  of  the  USEAC  hub  and  spoke  network 
{e.g.,  arrange  for  Senior  Commercial  Officers,  through  temporary  duty  assignments, 
to  spend  time  in  the  hub  and  spoke  network,  and  arrange  for  key  foreign  service 
officers  to  attend  US&FCS  re^onal  training  sessions). 

7.  In  consultation  with  the  Senior  Policy  Working  Group,  develop  and  implement  a 
system  for  identifying,  measuring,  and  reporting  programmatic  accomplishments 
unique  to  a  USEAC. 

8.  In  consultation  with  the  Senior  Policy  Working  Group,  develop  a  management 
structure  for  USEAC  site  directors  to  have  primary  authority  and  input  over 
important  USEAC  budget  matters,  employee  performance  appraisals,  local  program 
strategy,  and  other  actions  that  will  enable  the  USEACs  hubs  to  function  as  a  unified 
entity  instead  of  as  separate  government  units  that  happen  to  be  collocated. 

9.  Ensure,  to  the  maximum  extent  possible,  that  USEAC  sites  have  the  full  range  of 
telecommunications  and  computer  technology  to  put  trade  specialists  in  closer 
contact  with  their  clients  and  improve  their  ability  to  provide  out-of-office 
counseling. 

10.  Evaluate  options  for  offering  additional  information  products,  such  as  the  Internet 
and  other  business-related  online  services,  to  USEAC  staff  and  their  clients,  and  for 
delivering  the  National  Trade  Data  Bank  in  a  more  user-friendly  medium. 

11.  Develop  a  strategy  aimed  at  resolving  potential  conflicts  which  may  occur  as  a  result 
of  USEAC  hub  locations  being  determined  by  "natural  trading  regions."  Each 
USEAC  hub  must  serve  a  muhi-state  network  of  spokes,  whereas  the  Ex-Im  Bank 
city/state  representative  (as  in  the  Baltimore  USEAC)  must  first  and  foremost  serve 
the  local  interests  and  priorities  that  govern  the  use  of  state  and  local  government 
trade  finance  resources. 

12.  Ensure  that  training  for  all  persons  involved  in  the  USEACs  remains  as  a  top  budget 
and  program  priority  to  meet  the  evolving  and  changing  needs  of  the  hub  and  spoke 
program,  information  technology  demands,  and  the  dynamics  of  ITA's  export 
promotion  initiatives.  In  particular,  work  with  other  federal  agency  partners  (such 
as  SBA,  Ex-Im  Bank,  and  U.S.  Agency  for  International  Development)  to  ensure 
that  they  make  resources  available  for  training  their  staff  assigned  to  the  USEACs 
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and  participate  fully  in  joint  traiiung. 

13.  Encourage,  through  incentives  and  other  means,  greater  innovation  and  creativity  by  USEAC  sit 
directors  and  their  staffs  in  using  their  resources  to  develop  new  clients,  offer  expanded  services 
old  clients,  and  better  integrate  among  their  partner  agencies. 
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APPENDIX  A 
List  of  U.S.  Export  Assistance  Centers' 


State 

Proposed  Site 

State 

Proposed  Site 

Alabama 

Birmingham 

Louisiana 

Shreveport 

Mobile 

Maine 

Augusta 

Alaska 

Anchorage 

Portland 

Arizona 

Phoenix 

Maryland 

Baltimore  (REAC) 

Arkansas 

Little  Rock 

Massachusetts 

Boston  (REAC) 

California 

Los  Angeles 

Marlborough 

Ventura 

Michigan 

Detroit  (REAC) 

Ontario 

Grand  Rapids 

Newport  Beach 

Lansing 

Long  Beach  (REAC) 

Royal  Oak 

San  Diego 

Minnesota 

Minneapolis 

San  Francisco 

Mississippi 

Jackson 

Santa  Clara 

Missouri 

St.  Louis  (REAC) 

Colorado 

Denver  (REAC) 

Kansas  City 

Connecticut 

Hartford/Middletown 

Nebraska 

Omaha 

Stamford 

Nevada 

Reno 

Florida 

Miami  (REAC) 

New  Hampshire 

Portsmouth 

Orlando 

New  Jersey 

Trenton 

Tampa 

Newark 

Jacksonville 

New  Mexico 

Santa  Fe 

Georgia 

Atlanta  (P^EAC) 

Albuquerque 

Savannah 

New  York 

New  York  (REAC) 

Hawaii 

Honolulu 

Albany 

Idaho 

Boise 

Westchester  County 

Illinois 

Chicago  (REAC) 

Long  Island 

Wheaton 

Harlem 

Rockford 

North  Carolina 

Greensboro 

Palatine 

Charlotte 

Indiana 

Indianapolis 

Ohio 

Cincinnati 

Gary/Hammond 

Cleveland  (REAC) 

Iowa 

Des  Moines 

Columbus 

Kansas 

-     Wichita 

Toledo 

Kentucky 

Louisville 

Oklahoma 

Oklahoma  City 

Somerset 

Tulsa 

Source:  US&FCS,  September  6,  1994. 
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APPENDIX  A  (cont'd.) 
List  of  U.S.  Export  Assistance  Centers 


State 

Proposed  Site 

State 

Proposed  Site 

Louisiana 

New  Orleans  (REAC) 

Oregon 

Portland 

Oregon 

Eugene 

Texas 

Dallas  (REAC) 

Pennsylvania 

Philadelphia  (REAC) 

Austin 

Pittsburgh 

Houston 

Scranton 

San  Antonio 

Harrisburg 

Utah 

Salt  Lake  City 

Puerto  Rico 

San  Juan 

Vermont 

Montpelier 

Rhode  Island 

Providence 

Virginia 

Richmond 

South  Carolina 

Columbia 

Fairfax 

Charleston 

Washington 

Seattle  (REAC) 

Greenville 

Tri-Cities 

South  Dakota 

Sioux  Falls 

West  Virginia 

Charleston 

Tennessee 

Nashville 

Wheeling 

Memphis 

Wisconsin 

Milwaukee 

Knoxville 

Madison 
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February  12,  1996 


MEMORANDUM  FOR: 


Frank  De  George 
Inspector  General 


UNITED  STATES  DEPARTMENT  OF  COMMERCE 
International  Trade  Administration 

Washingcon.  0  C    2023C 


FROM:  Lauri  Fitz-Pegado     --'^  * 

Assistant  Secretary  and  Director  General 
The  Commercial  Service 

SUBJECT:     The  Office  of  Domestic  Operation's  (ODO)  Response  to  the  Inspector 
General's  (IG)  Draft  Report  on  Inspection  of  U.S.  Export  Assistance 
Centers  ( I RM-7 130) 

The  following  is  a  point-by-point  response  to  the  IG  report  on  the  U.S.  Export 
Assistance  Centers  (USEACs).  Please  note  that  we  have  only  briefly  summarized  each 
of  the  IG's  recommendations.  The  actual  recommendations  are  attached  at  the  back  of 
this  document. 


1 .         Take  measures  to  ensure  that  a  minimum  of  one  trade  finance  expert  is  at  each 
hub  location  by  pursuing  the  following  options:   (A)  request  that  the  Secretary 
encourage  the  Export  import  Bank  of  the  U.S.  (Exim)  to  provide  at  least  one  full 
time  person  at  each  USEAC  and  (B)  hire  outside  trade  finance  specialists  in 
situations  where  there  is  no  Exim  person  at  a  particular  USEAC. 

Response:     It  is  important  to  note  that  each  and  every  USEAC  does  have  at 

least  one  trade  finance  expert.  The  Small  Business  Administration 
(SBA)  has  at  least  one  person  at  each  USEAC.   In  Addition,  the 
Exim  Bank  either  has  people  at  the  USEACs  (New  York,  Chicago, 
Long  Beach,  Miami)  or  has  a  presence  through  their  city/state 
program. 

A)  ODO  will  produce  a  decision  memo  for  the  Secretary 
recommending  that  he  to  meet  with  Acting  Chair  Kamark  to  discuss 
increasing  Exim  Bank  resources  to  USEACs. 

B)  ODO  will  also  explore  using  this  recommendation  to  persuade 
ITA  Administration  to  make  exemptions  to  the  hiring  freeze  for 

■  trade  finance  specialists. 

In  addition,  Exim  has  agreed  to  allowing  our  trade  specialists  from 
the  New  York  and  Long  Beach  USEACs  to  attend  their  training  free 
of  charge.  We  anticipate  that  more  training  in  this  area  will  follow. 

Finally,  ODO,  drawing  on  its  own  experience,  will  urge  both  SBA  ^'S^r^j^ 
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and  Exim  to  utilize  Personal  Service  Contracts  (PSCs)  as  a  means 
of  getting  trade  finance  specialists  in  to  the  USEACs. 

Request  the  Secretary  to  encourage  SBA  to  honor  staffing  commitments  at 
USEACs  while  concurrently  developing  an  alternative  strategy  to  address  the 
voids  or  problems  created  by  SBA's  absence  in  certain  areas. 

Response;     While  most  non-pilot  USEACs  have  only  one  SBA  representative, 
our  Memorandum  of  Understanding  (MOU)  calls  for  at  least  2  SBA 
staff  at  each  Center.  This  discrepancy  should  be  discussed  at  the 
next  Senior  Policy  Working  Group.  One  option  would  be  to  simply 
redraft  the  current  MOU  to  reflect  the  reality  of  the  new  staffing 
patterns.  In  fact,  we  have  received  no  indication  from  our  field 
offices  or  clients  that  having  only  one  SBA  person  in  each  USEAC 
has  significantly  impacted  our  ability  to  provide  quality  trade 
financing. 

It  is  important  to  note  that  SBA  is  and  has  been  essentially  a  field 
organization.  During  the  site  selection  process  for  locating  the 
USEACs,  existing  trade  finance  resources,  including  SBA  offices, 
were  explicitly  considered.  SBA's  people  in  the  USEACs  have 
local  SBA  district  offices  and  SBA  regional  offices  providing 
support. 

Work  with  other  ITA  Assistant  Secretaries  and  the  Director  of  Administration  to 
ensure  that  A)  all  ITA  employees  involved  in  export  promotion  know  about 
USEACs;  B)  ITA's  priorities  complement  each  other;  and  C)  Key  jobs  at  EACs 
are  filled  with  experienced  personnel. 

Response:     A)  ODO  will  arrange  briefing  for  incoming  Under  Secretary  to 

discuss  EAC  initiative  and  plans  for  communicating  initiative  goals 
to  ITA  staff.  ODO  will  also  distribute  EAC  brochure  to  all  ITA  Hq 
staff. 

B)  Use  "ITA  Working  Together"  time  slot  at  Commercial  Service 
(CS)  Worldwide  Conference  to  develop  and  action  plan  for  making 
EACs  integral  to  other  ITA  initiatives.  All  Assistant  Secretaries  are 
invited  to  the  Conference. 

.  C)  ODO  has  already  made  great  strides  in  reallocating  headquarter 
resources  to  both  the  domestic  field  and  overseas.  On  the 
domestic  side,  ODO  has  conducted  a  job  fair  for  HQ  personnel  on 
domestic  field  opportunities.  As  a  result  of  ODO's  efforts,  1 0 
people  from  HQ  (CS-wide)  have  relocated  to  the  domestic  field 
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EACs.  In  addition,  1 1  persons  from  the  CS's  overseas  offices  have 
been  given  domestic  assignments  in  the  EAC  network. 

4.  Create  a  shovi^case  hub  and  spoke  network  in  one  region  to  promote  the  validity 
and  potential  of  the  concept. 

Response:     As  stated  in  the  IG  report  itself\  what  works  for  one  USEAC  may 
not  necessarily  work  for  a  USEAC  in  a  different  region.  The  hub 
and  spoke  concept  was  discussed  at  length  at  the  most  recent 
USEAC  site  director's  meeting.  ODO  intends  to  give  the  USEACs 
authority  to  decide  on  what  type  of  hub  and  spoke  system  they 
want  provided  each  USEAC;  (1)  develop  a  regional  strategic  plan, 

(2)  demonstrate  the  benefits  of  each  particular  hub  and  spoke  link, 

(3)  link  each  hub  and  spoke  informationally  through  technology, 
and  (4)  demonstrate  what  they  have  contributed  to  the  region  in 
terms  of  concrete  results.  ODO  does  not  believe  that  one 
particular  established  hub  and  spoke  system  can  be  adopted 
throughout  the  country  in  a  "cookie  cutter"  approach.  Therefore, 
we  should  continue  with  current  EAC  rollout  schedule  to  complete 
the  national  EAC  network  and  use  regularly  scheduled  USEAC  site 
directors  meetings  to  make  the  hub  and  spoke  network  produce 
anticipated  synergy. 

5.  Overhaul  the  resource  allocation  and  field  management  structure  to  ensure  that 
US&FCS: 

5.  A.    Re-evaluate  the  need  for,  and  location  of,  new  offices. 

Response:     At  this  stage  it  would  be  inaccurate  to  characterize  the  EAC  rollout 
as  opening  "dozens  of  small  offices."  In  fact  ODO  has  opened  or 
will  open  very  few  brand  new  offices.  Most  of  the  "new"  EACs  are 
simply  old  district  offices  which  have  been  converted.  In  either 
case  the  small  offices  have  proved  effective  in  keeping  overhead 
costs  down  while  at  the  same  time  leveraging  many  other  non- 
federal resources.   It  is  important  to  note  that  we  are  attempting  to 
create  a  much  larger  network  that  goes  beyond  the  hubs  and 
spokes.  We  are  in  a  sense  "laying  train  tracks"  to  connect  the 
export  promotion  and  finance  services  of  all  federal,  state  local  and 
private  entities.  In  this  scheme  of  things  we  feel  it  is  more 


'  Page  5  of  the  report  states:  "In  designing  the  pilot  USEAC  sites,  the  working 
group  correctly  recognized  that  no  single  design  for  one-stop  shops  would  work 
nationally..." 
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important  to  have  a  presence  in  many  locations  throughout  the 
country  rather  than  concentrating  in  just  a  few  locations    The 
breadth  of  our  offices  also  allows  the  Commercial  Service  to 
remain  in  close  contact  with  its  clients.   In  fact,  the  IG  report  at 
page  20  states:  "  ..the  [EAC]  program  would  also  need  to  get 
closer  to  its  export  client  by  opening  more  offices  with  fewer 
employees  to  more  broadly  distribute  its  export  marketing  and 
trade  finance  information  and  counseling." 

With  respect  to  using  1992  census  data  to  determine  alternative 
office  locations,  it  would  be  a  counter-productive  and  time 
consuming  exercise.  The  current  office  locations  and  proposed 
locations  were  determined  by  local  outreach  meetings  and  local 
office  client  concentration  data.  This  approach  to  office  locations 
are  best  determined  by  the  needs  of  our  target  clients,  not  from 
aggregate  export  data. 

5.  B.     implement  a  system  for  adjusting  resource  allocation. 

Response:     The  Commercial  Service  is  not  locked  into  a  rigid  plan  for  EAC 
openings.  The  CS  management  penodically  adjusts  plans  for 
office  openings,  staffing  patterns,  and  budget  allocations  based  on 
local  and  organizational  needs.  Any  resource  allocation  matrix  (or 
any  other  resource  allocation  tool  for  that  matter)  must  have 
enough  flexibility  to  account  for  the  changing  needs  of  our  target 
clients,  small  to  medium  sized  export  ready  firms. 

We  have  agreed  to  adopt  a  simplified  cost  and  resource  sharing 
plan  which  provides  for  fixed  monthly  contributions  by  the 
participants  (i.e.,  Exim  and  SBA)  and  a  bi-annual  adjustment 
review.  We  have  also  developed  Lotus  123  templates  to  automate 
the  recording  of  expenditures  and  lessen  administrative  burden. 

5.  C.    Re-distribute  human  resources  to  domestic  field  locations  to  maximize  US&FCS 
(i.e..  the  Commercial  Service)  goals  and  objectives. 

Response:     The  CS  has  gone  to  great  lengths  to  creatively  utilize  its  dwindling 
work  force  to  the  fullest  extent.  As  mentioned  in  the  response  to 
question  3,  10  people  from  Hq  (CS-wide)  have  relocated  to  the 
-  domestic  field  and  1 1  persons  from  the  CS's  overseas  offices  have 
been  given  domestic  assignments.    In  addition,  seven  people  from 
the  domestic  field  have  assessed  to  the  FS-1/2  level  and  20  have 
assessed  to  the  FS-3  in  the  foreign  side  of  the  Commercial 
Service.  Currently,  there  are  also  four  trade  specialists  from  the 
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domestic  field  serving  in  limited  overseas  appointments. 

Unfortunately,  an  internal  ITA  hinng  freeze  has  prevented  staff 
from  other  units  of  ITA  from  having  the  opportunity  to  work  in  CS 
field  offices    Personnel  vacancies  in  the  domestic  field  are 
dangerously  high  and  threaten  the  EAC  initiative  and  undermine 
the  quality  of  client  service.  The  IG  should  recommend  that  the 
ITA  Director  of  Administration  permit  ODO  to  hire  or  reassign  staff 
as  necessary  to  restore  satisfactory  FTE  levels. 

ODO  has  been  granted  personal  service  contracting  authority  and 
since'1995  has  enacted  19  PSCs,  all  of  which  are  involved  in  the 
USEACs. 

5.  D.    Re-examine  the  regional  management  structure  and  explore  alternatives. 

Response:     ODO  has  been  undergoing  a  re-examining  of  the  regional  system 
and  as  a  result  has  reduced  the  number  of  regions  from  5  to  4. 
Although  the  number  of  regional  offices  has  been  and  may 
continue  to  be  reduced  in  the  future,  their  importance  as 
organization  managers  has  increased.  Regional  Directors  with 
greater  management  responsibilities  will  provide  more  efficient 
management  of  our  domestic  offices.  It  should  kept  in  mind  that 
USEACs  exist  to  provide  service  to  our  clients.  Their  ability  to  do 
this  can  only  be  enhanced  as  more  of  the  purely  administrative 
functions  are  moved  to  the  Regional  offices. 

ODO  has  also  created  a  new  position  -  Trade  Promotion 
Coordinators.  Trade  Promotion  Coordinators  are  International 
Operations  Foreign  Service  Officers  placed  in  the  Domestic  Field 
to  work  closely  with  the  Regional  Director  as  a  senior  management 
team.  Their  extensive  overseas  work  and  management  experience 
adds  an  international  dimension  to  the  domestic  field's  export 
strategies,  improving  the  seamless  delivery  of  service  to  U.S. 
exporters. 

As  the  Office  of  Domestic  Operations  integrates  more  formally  with 
the  Office  of  International  Operations,  ODO  plans  to  host  eight 
TPCs  in  FY  96,  two  in  each  of  ODO's  four  regions.  These  TPCs 
•  will  serve  the  larger,  more  diverse  exporting  communities  created 
by  the  recent  regional  realignment. 


5.  E.    Develop  a  clear  and  concise  strategy  aimed  at  1 )  promoting  integration 
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initiatives,  and  2)  staffing  USEACs  with  personnel  that  have  significant  overseas 
expenence. 

Response:     The  CS  is  responding  to  this  recommendation.  A  lateral  entry  for 
GS-14S  and  15s  and  an  assessment  for  GS-13s  have  been 
completed  resulting  in  numerous  domestic  personnel  being 
qualified  for  overseas  assignments.  (See  the  response  to  5. C.)  As 
these  people  rotate  through  the  system,  Foreign  Commercial 
Officers  will  rotate  into  the  USEACs  bringing  their  overseas 
experiences  to  office  clients.  Senior  Commercial  Officers  are  site 
directors  in  the  USEACs  in  Miami,  Philadelphia,  and  Atlanta.  The 
Dallas  Director  is  a  former  Foreign  Service  Officer. 

Explore  additional  ways  to  improve  CS  overseas  personnel's  knowledge  of  the 
USEACs. 

Response:     See  response  to  5.E.   In  addition,  a  November  1995  worldwide 
cable  was  sent  to  update  overseas  personnel  with  the  latest 
milestones  in  the  EAC  initiative.  The  cable  included  Q&As  to 
address  common  questions  asked  by  overseas  staff. 

Over  time,  as  more  of  the  CS  becomes  a  truly  integrated  work 
force,  a  thorough  knowledge  of  the  USEACs  will  be  integral  to  each 
employee's  professional  background. 

Develop  a  system  for  identifying,  measuring,  and  reporting  accomplishment 
unique  to  a  USEAC. 

Response:     The  1996  ODO  strategic  planning  guidance  included  a  revised 

summary  performance  form  which  was  designed  to  capture  export 
actions  and  loans  generated  from  the  joint  activity  of  USEAC  staff. 
The  ODO  Performance  Measurement  Review  Team  has  developed 
and  implemented  a  system  of  USEAC  performance  measures  that 
address  IG  and  OMB  concerns.  Data  related  to  these  performance 
measures  is  already  being  collected  for  FY96. 

Develop  a  management  structure  for  the  USEAC  site  directors  to  have  authority 
over  budget  matters,  appraisals,  and  program  strategies. 

Response: .   ODO  management  is  investigating  a  "flat  rate  fee  system"  that  by 
streamlining  the  interagency  reimbursement  system,  would  more 
easily  provide  site  directors  with  authority  over  aggregate  USEAC 
budgets.  Other  issues  surrounding  the  idea  of  providing  site 
directors  with  management  control  over  all  USEAC  participants  will 
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be  addressed  at  the  next  site  directors  meeting. 

ODO  is  also  seriously  examining  potential  improved  financial 
reporting  software  packages  such  as  Lotus  Notes  and  Gold  Mine  to 
help  facilitate  the  budget  allocation  process.   In  addition,  ODO  is 
considering  moving  to  a  360  degree  performance  appraisal 
system,  such  as  has  been  used  by  Exim.  Under  this  system  an 
person's  performance  is  appraised  by  his  or  her  supervisor, 
subordinates,  and  peers. 

9.  Use  technology  to  put  trade  specialists  closer  to  their  clients. 

Response:     One  of  the  cornerstones  of  the  EAC  concept  is  the  use  of  mobile 
technology  to  facilitate  closer  contact  between  trade  specialists 
and  clients  and  the  quick  delivery  of  market  information.  ODO 
management  is  working  toward  the  ultimate  goal  of  one  laptop 
computer  per  trade  specialist.  Cellular  phones  and  pagers  are 
also  being  used  to  increase  trade  specialist  mobility  and 
productivity.  Training  to  maximize  use  of  new  technology  is 
encouraged  by  ODO  management.  So  far  during  FY96  ODO  has 
spent  $75,000  on  technology  training. 

ODO  is  reviewing  its  current  operating  policies  with  a  view  towards 
making  technology  play  a  larger  role  in  the  organization's  drive  to 
put  the  customer  first.  To  this  end,  a  Technology  Policy  Review 
Team  has  been  created  as  a  focus  group  to  define  ODO's  needs, 
policies  and  standards  for  the  domestic  field  with  respect  to 
technology.  The  Technology  Policy  Review  Team  is  divided  into 
three  groups  dealing  with:  (1)  mobility  and  administrative 
responsibilities,  (2)  training  &  systems  administration,  and  (3) 
standards  and  compatibility. 

ODO  has  encountered  difficulties  in  getting  the  Office  of 
Information  Systems  (OIS)  of  the  CS  to  supply  technology  and 
software  in  the  field  offices.    OIS  in  some  cases  has  been  unable 
to  provide  the  support  needed  for  a  timely,  efficient,  full  scale 
technology  implementation. 

10.  Evaluate  making  information  products  (such  as  the  NTDB)  more  user-friendly. 

"Response:      Stat-USA  has  plans  to  release  a  more  user-friendly  version  of  the 
NTDB  on  CD-ROM.  Stat-USA  has  also  made  the  NTDB  available 
through  the  Internet.  Bryant  College  and  other  private  sector 
corporations  repackaging  and  selling  DOC  products  and 
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information  to  exporters. 

1 1        Resolve  territory  conflicts  that  arise  from  natural  trading  regions  not  matching 
territohes  determined  by  political  boundaries  observed  by  USEAC  partners. 

Response:     ODO  management  is  giving  this  issue  full  attention  by  working  v\/ith 
USEAC  partners  on  a  case-by-case  basis.  The  CS  recommends 
federal  agencies  such  as  Exim  that  use  partners  (i.e.,  city-state 
program  participants)  to  deliver  its  services  be  responsible  for 
ensuring  coordination  among  all  state  providers  in  a  natural  trading 
region  covered  by  a  USEAC. 

12.  Ensure  training  for  USEAC  personnel  remains  a  top  budget  and  program  priority. 

Response:     Every  USEAC  employee  (including  all  federal  and  non-federal 
partners)  has  received  both  trade  finance  and  USEAC  training. 
Training  USEAC  staff  prior  to  opening  USEACs  was  a  ODO 
management  policy.  In  1 995  there  were  four  trade  finance  training 
sessions  in  various  cities  (Dallas,  Toledo,  Philadelphia,  and  St. 
Louis)  and  a  total  of  118  CS  personnel  were  trained.  There  were 
five  EAC  training  sessions  (Dallas,  Toledo,  Philadelphia,  St.  Louis, 
and  Atlanta)  during  which  273  total  people  were  trained,  which 
breaks  down  as  follows:  CS,  129;  SBA,  69;  ExIm.  25;  Trade 
Partners,  47;  Other,  3. 

New  Trade  Specialist  training  took  place  in  1995  at  the  Xerox 
center  in  Leesburg  and  mid-level  training  in  San  Diego.  Team 
training  has  also  been  extensive.  Training  continues  to  be  a  top 
priority  for  ODO.   Included  in  ODO's  1996  Training  Plan  are  both 
trade  specialist  training  for  an  EAC  environment  and  administrative 
management  training  for  a  designated  point  of  contact  in  each 
USEAC. 

13.  Encourage  creativity  in  servicing  clients  and  better  integrate  among  partner 
agencies. 

Response:     USEAC  site  directors  are  given  the  lead  in  developing  creative 

solutions  to  problems  associated  with  client  service.   USEAC  site 
directors  were  selected  with  a  consideration  given  to  their  creativity 
-  and  resourcefulness  in  managing  personnel  and  partners  to  better 
serve  clients. 

ODO's  Performance  Measurement  Review  team  has  examined,  in 
depth,  performance  measures  that  would  more  accurate  reflect 
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actual  accomplishments  rather  that  activity.  The  findings  of  the 
PMRT  are  being  implemented  as  a  means  to  encourage  as  much 
client  contact  and  actual  export  results  as  possible. 

There  is  a  great  ongoing  effort  on  the  part  of  ODO  field  staff  and  all 
of  our  partners  in  the  USEAC  system  to  more  fully  integrate  all  of 
our  sen/ices  so  as  to  better  be  able  to  service  our  clients.   In  fact, 
high  level  officials  from  the  CS,  SBA  and  ExIm  spoke  on  this 
subject  at  the  most  recent  USEAC  site  director's  meeting.   It  was 
agreed  that  we  have  achieved  the  first  step  towards  complete 
integration,  colocation.  The  challenge  facing  us  is  to  integrate  all 
of  our  services  in  a  "seamless"  delivery  system.  One  means  to 
foster  greater  integration  is  the  performance  appraisal  process.  To 
the  extent  that  each  partner  in  a  USEAC  has  input  into  the 
appraisal  of  the  other  partners  (in  terms  of  performance  and 
results)  greater  integration  of  our  collective  interests  will  be 
achieved.  The  USEAC  site  directors  have  been  charged  with  the 
task  of  making  some  type  of  integrated  performance  appraisal 
system  work. 


Responses  to  Other  Observations 

There  are  observations  in  the  body  of  the  IG  report  not  specifically  mentioned  in  the 
recommendation  which  we  feel  need  to  be  commented  on. 

Page  8  of  the  IG  report  states  that  the  CS  has  not  properly  tested  the  "hub  and  spoke" 
component  of  the  USEAC  concept.  It  is  important  to  note  that  Phase  1  of  the  hub  and 
spoke  system  was  designed  to  provide  trade  finance  support  from  the  USEACs  to  the 
DEACs.  This  is  not  made  clear  in  the  IG  report.  The  Baltimore  USEAC,  for  example, 
has  conducted  considerable  training  and  outreach  to  its  spoke  sites  in  Charleston,  WV, 
Wheeling,  WV,  and  Richmond  VA.   Baltimore  started  planning  efforts  in  April  and  May 
to  work  with  DEACs  on  trade  finance  support.  These  efforts  are  accelerating  and  will 
continue  to  do  so  in  the  future. 

Page  16  of  the  IG  report  states  that  USEAC  marketing  efforts  have  been  hampered  by 
the  absence  of  printed  brochures.  This  problem  has  been  remedied.  There  is  now  a 
multicolored  high  quality,  professional  looking  EAC  brochure  that  has  been  made 
available  to  all  of  the  offices.    These  brochures  were  widely  distributed  at  the  USEAC 
and  DEAC  openings. 
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VL    Recommendations 

We  recommend  that  the  Assistant  Secretary  and  Direaor  General,  US&FCS,  in 
consultation  with  the  appropriate  officials,  take  the  necessary  actions  to  address  the 
following  recommendations: 

1 .  Take  immediate  measures  to  ensure  that,  at  a  minimum,  each  hub  location  is 
assigned  at  least  one  fiill-time  trade  finance  eq>ert.  More  specifically,  the  following 
options  should  be  pursued: 

-  A.  Request  the  Secretary  of  Commerce,  as  chair  of  the  Trade  Promotion 

Coordinating  Committee,  to  strongly  encourage  the  Export-Import  Bank  to 
redistribute  or  increase  its  regional  staff  resources  to  provide  at  least  one  fiill- 
time  person  to  each  Export  Assistance  Center  hub  location. 

B.  Have  US&FCS  and  ITA  officials  give  prompt  and  priority  consideration  to 
recruiting  and  hiring  experienced  trade  finance  specialists  in  its  hub  locations. 
This  should  be  an  absolute  priority  for  any  USEAC  hub  that  does  not  have  a  full- 
time  finance  specialist  fi'om  the  Ex-Im  Bank. 

2.  Request  the  Secretary  of  Commerce,  as  chair  of  the  Trade  Promotion  Coordinating 
Committee,  to  strongly  encourage  SBA  to  honor  its  commitment  to  the  planned 
level  of  field  staff  resources  to  the  Export  Assist^ce  Centers.  Concurraitly, 
develop  an  alternative  strategy  that  will  effectrvdy  address  any  voids  or  problems 
created  by  SBA's  inability  to  fiilly  honor  its  earlier  commitment. 

3.  Work  with  the  Assistant  Secretary  for  International  Economic  Policy,  the  Assistant 
Secretary  for  Trade  Development,  and  the  ITA  Director  of  Administration,  to 
ensure  that  the  appropriate  levels  of  internal  cooperation  and  coordination  are 
established  and  maintained  that  will,  to  the  maximum  extent  possible,  ensure  that: 

A.  All  ITA  employees  involved  in  export  promotion  activities  with  the  public  have  a 
working  knowledge  of  the  hub  and  spoke  network  and  that  they  clearly 
understand  their  respective  roles  and  responsibilities. 

B.  ITA's  many  priorities  and  initiatives  (e.g..  Big  Emerging  Markets,  Showcase 
Europe,  etc.)  are  managed  to  eflFectively  complement  each  other. 

C.  Priority  consideration  is  given  to  filling  the  key  jobs  in  the  Export  Assistance 
Center  hubs  and  major  spokes  with  experienced  personnel  with  a  variety  of  trade 
and  commercial  experience  both  in  the  United  States  and  overseas.  This  should 
include  reallocating  ITA  headquarters  resources,  as  necessary,  to  ensure  that 
these  key  positions  are  filled  with  qualified  staff. 

34 


99 


U.S.  Department  of  Commerce                                                             Draft  Inspection  Report 
Office  of  Inspector  Gerteral IRM-7I30 

4.  To  widely  test,  demonstrate,  and  promote  the  validity  and  potential  of  the  USE  AC 
hub  and  spoke  concept,  give  prompt  and  priority  attention  to  rolling  out  a  complete 
"showcase"  hub  and  spoke  network  in  one  region.  This  model  hub  and  spoke 
network  should  be  one  that  (1)  has  great  potential  to  succeed,  (2)  can  be  put  in  place 
quickly,  and  (3)  can  be  operated  with  all  of  the  desirable  partners  and  components 
(i.e.,  US&FCS,  SB  A,  and  Ex-Im  Bank)  and  other  important  resources  (e.g., 
information  technology,  telecommunications,  state  and  local  partners,  and  Senior 
Conunercial  Officers). 

5.  Develop  and  implement  a  comprehensive  overhaul  of  US&FCS's  domestic  aod 
overseas  resource  allocation  and  field  management  structure  to  effectively  address 
emerging  USEAC  resource  needs  world  wide,  linking  the  strategy,  plannii^  and 
execution  of  several  initiatives  to  ensure  that  US&FCS: 

A.  Re-evaluates  the  need  for,  and  reconfirms  the  choice  of  all  83  USEAC  spoke 
locations,  by;  (1)  justifying  the  need  for  the  dozens  of  small  offices  it  intends  to 
establish,  which  appear  to  offer  diminishing  returns  for  the  agnificant  investment 
involved;  (2)  determining  whether  the  choice  of  locations  is  still  valid  after  using 
the  more  recent  1992  economic  census  data  for  the  allocation  matrix  and 
selection  criteria;  and  (3)  making  the  necessary  adjustments  to  the  total  number 
and  location  of  USEAC  spokes. 

.  B.  Develops  and  implements  a  system  for  periodically  evaluating  and  adjusting 

(1)  US&FCS  resources  allocated  to  all  of  the  USEAC  sites,  and  (2)  the  location 
of  the  spoke  offices,  as  necessary.  In  this  regard,  US&FCS  should  ensure  that  it 
incorporates  a  high  degree  of  flexibility  into  the  USEAC  site  rollout  plans  that 
will  routinely  respond  to  changing  business  patterns  and  avoid  having  its  hub  and 
spoke  network  become  obsolete. 

C.  In  conjunction  with  parts  A  and  B  above,  re-distribute  US&FCS  human 
resources,  through  directed  assignments  if  necessary,  to  domestic  field  locations 
as  determined  by  the  resource  allocation  matrix  to  maximize  the  agency's  trade 
promotion  goals  and  objectives. 

D.  Thoroughly  re-examines  the  continued  need  for  its  regional  manager  structure 
and  explores  alternatives  to  providing  improved  management  oversight  of  the 

-     hub  and  spoke  network. 

E    Develops  a  clear  and  concise  strategy  aimed  at  simultaneously  (a)  promoting 
US&FCS's  foreign  and  domestic  "integration"  initiatives,  and  (b)  devdoping  a 
plan  to  staff  the  USEACs  with  personnel  having  significant  overseas  trade 
experience,  e.g.,  by  providing  incentives  to  encourage  Foreign  Service  Officers 
to  bid  on  domestic  tours,  making  directed  assignments  of  FSOs  to  domestic 
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positions,  and  offering  excursion  tour  opportunities  to  USEAC  staff  members. 

6.  Explore  additional  ways  to  improve  and  further  enhance  US&FCS  overseas 
personnel's  knowledge  and  imderstanding  of  the  actual  workings  of  the  USEAC  hub 
and  spoke  network  {e.g. ,  arrange  for  Senior  Commercial  Officers  to  spend  time  in 
the  hub  and  spoke  network,  and  arrange  for  key  foreign  service  officers  to  attend 
US&FCS  regional  training  sessions). 

7.  In  consultation  with  the  Senior  Policy  Working  Group,  develop  a  system  for 
identifying,  measuring,  and  reporting  programmatic  accomplishments  imique  to  a 
USEAC. 

8.  In  consultation  with  the  Senior  Policy  Working  Group,  develop  a  management 
structure  for  USEAC  site  directors  to  have  primary  authority  and  input  over 
important  USEAC  budget  matters,  employee  performance  ^praisals,  local  program 
strategy,  and  other  actions  that  will  enable  the  USEACs  hubs  to  fimction  as  a  unified 
entity  instead  of  as  separate  government  units  that  happen  to  be  collocated. 

9.  Ensure,  to  the  maximum  extent  possible,  that  USEAC  sites  have  the  full  range  of 
telecommunications  and  computer  technology  to  put  trade  specialists  in  closer 
contact  with  their  clients  and  improve  their  ability  to  provide  out-of-office  " 
counseling. 

10.  Evaluate  options  for  offering  additional  information  products,  such  as  the  Internet 
and  other  business-related  online  services,  to  USEAC  staff  and  their  clients,  and  for 
delivering  the  National  Trade  Data  Bank  in  a  more  user-friendly  medium. 

1 1 .  Develop  a  strategy  aimed  at  resolving  potential  conflicts  which  may  occur  as  a  result 
of  USEAC  hub  locations  being  determined  by  "natural  trading  regions."  Each 
USEAC  hub  must  serve  a  multi-state  network  of  spokes,  whereas  the  Ex-Im  Bank 
city/state  representative  (as  in  the  Baltimore  USEAC)  must  first  and  foremost  serve 
the  local  interests  and  priorities  that  govern  the  use  of  state  and  local  government 
trade  finance  resources. 

12.  Ensure  that  training  for  all  persons  involved  in  the  USEACs  remains  as  a  top  budget 
and  program  priority  to  meet  the  evolving  and  changing  needs  of  the  hub  and  spoke 
program,  information  technology  demands,  and  the  dpamics  of  ITA's  export 
promotion  initiatives.  In  particular,  work  with  other  federal  agency  partners  (such 
as  SB  A,  Ex-Im  Bank,  and  U.S.  Agency  for  Intemaiional  Development)  to  ensure 
that  they  make  resources  available  for  training  their  staff  assigned  to  the  USEACs 
and  participate  fully  in  Joint  training. 

1 3      Encourage,  through  incentives  and  other  means,  greater  innovation  and  creativity  by 
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USEAC  site  directors  and  their  stafiFs  in  using  their  resources  to  develop  new  clients, 
oflfer  expanded  services  to  old  clients,  and  better  integrate  among  their  partner 
agencies. 
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U.S.  Small  business  Administration 

Washinston,  D.C.    20416 


Februarys,  1996 


MEMORANDUM  FOR: 


FROM: 


SUBJECT: 


CC: 


NORBERT  GANNON 

JIM  RIGASSIO 

THE  COMVfERCTAL  SERVICE 


Eileen  Cassid^ 

(A)  Assistant  Administrator  and  Director  of  International  Trade 

Comments  on  Draft  Report  on  Inspection  of  U.S.  Expon 
Assistance  Centers  (IRM-7130) 

Lauri  Fitz-Pegado  (DOC) 
Dan  McLaughlin  (DOC) 
Jeanne  Sclater 
Jean  Smith  , 


Thank  you  for  allowing  us  the  opponunity  to  comment  on  the  Inspector  General  (IG)'s 
Draft  Report  on  the  Inspection  of  U.S.  Export  Assistance  Centers  (USEACs).  We  have 
reviewed  the  report  and  would  like  to  take  this  opportunity  to  provide  some  specific 
comments  about  the  IG's  findings  and  recommendations  regarding  SBA's  involvement  in  the 

USEACs.  t 

i 

Ov'erall  comment:  the  delay  in  issuing  the  report  makes  many  of  the  comments  and  concerns 
faulty  or  no  longer  applicable.  In  addition,  there  are  several  misstatements  of  fact  which  underline 
several  of  the  assumptions  and  conclusions.  We  will  laddress  those  individually  beloy: 

1)  We  strongly  object  to  the  title  in  the  Table  of  Contents  under  Section  HUB  entitled  "SBA's 
Promised  Resource  Support  Significantly  Reduced"  (and  references  to  this  issue  on  pages  10,  13, 
20-21,  23-24,  and  34)  It  should  be  noted  that  SBA  never  promised  anything  other  than  what  has 
been  delivered:  two  personnel  at  each  "pilot"  USEAC  and  one  person  at  the  remaining  eleven 
sites.  However,  we  have  made  attempts  to  supplement  SBA  resources  at  the  USEACs  through 
partners.  At  two  USEACs  (Atlanu  and  Seattle),  we! have  arranged  to  have  representatives  from 
local  Small  Business  Development  Centers  (SBDCs): physically  present  at  the  sites.  It  should  be 
noted  tharSBA  has  contracted  30  intermediaries  across  the  country  to  serve  as  loan  packagers  for 
our  export  finance  services    These  intermediaries  are  monitored  by  SBA  persormel  at  the 
USEACs  who  also  are  responsible  for  processing  their  loan  submissions 

In  this  regard,  the  IG  made  no  mention  of  the  fact  that  SBA  has  far  more  resources  devoted  to 
trade  finance  than  at  any  previous  time    For  the  first  time,  SBA  has  FUXL-TIME  personnel  in  the 
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field  dedicated  to  delivering  trade  finance  assistance  to  small  businesses.  Prior  to  SBA's 
commitment  to  the  USEAC  program,  loan  officers  in  SBA  distna  offices  delivered  export  finance 
assistance  to  small  businesses  as  part  of  a  collateral  duty 

Of  particular  concern  is  one  of  the  recommendations  listed  on  page  34  (#2)  which  "requcsf;"  that 
"the  Secretary  of  Commerce,  as  chair  of  the  Trade  Promotion  Cnnrdinattng  Committed  (TPCCj 
strongly  encourage  SBA  to  honor  its  commitment  to  the  planned  level  of  field  staff  resources  to 
the  Export  Assistance  Centers  Concurrently,  develop  an  aliernattve  strategy  that  mil  effectively 
address  any  voids  or  problems  created  by  SBA 's  inability  to  fully  honor  tt<;  earlier  commitment. " 

We  do  not  believe  it  is  appropriate  that  the  Secretary  of  Commerce  dictate  SBA's  staffing  levels 
when  SBA  has  made  considerable  staffing  and  resource  commitments  to  USEACs  and  has  been  a 
team  player  with  Commerce  since  the  beginning  of  this  initiative.  In  addition,  SBA  has  received 
no  evidence  that  there  were  problems  associated  with  a  perceived  shortage  of  SBA  personnel  at 
the  USEACs.  We  would  like  to  review  the  evidence  the  IG  has  received  to  this  effect. 

2)  There  was  no  explanation  provided  to  the  comment  made  on  page  7,  item  4:  "There  are  some 
problems  that  require  management 's  attention... "  as  it  pertains  to  SBA  and  Ex-Im  Bank's  lead 
role  on  "finance"  strategics.  What  are  the  problems??? 

3)  Page  13  (4th  paragraph):  The  statement,  "It  is  very  important  that  SBA  and  US&FCS  receive 
substantive  training  in  trade  finance...  "  assumes  that  SBA  does  not  have  adequate  trade  finance 
experience  or  expertise.  The  IG  may  nol  recall  or  know  that  SBA,  along  with  Ex-Im  Bank, 
trained  US&FCS  personnel  in  trade  finance  dicing  USEAC  training  sessions.  In  addition,  all  SBA 
USEAC  personnel  completed  internal  training  on  the  Expon  Working  Capital  Program  (EWCP) 
in  the  summer  of  1994,  prior  to  any  additional  USEAC  openings. 

4)  Page  14  (last  paragraph):  The  tone  of  the  paragraph  is  again  reflective  of  the  theme  of  tlie 
report  regarding  SBA's  presumed  "lack  of  commitment  to  the  USEACs."  In  addition,  it  should 
he  noted  that  joint  counseling  is  being  conducted  on  a  regular  basis  at  the  Long  Beach  USEAC. 

5)  Pages  17&  18:  In  the  discussion  of  the  Baltimore  USEAC,  the  report  states  that  SBA  had  a 
"...a  failure  to  completely  understand  the  role  that  its  team  would  serve  in  the  USEAC  .and 
therefore  hired  the  wrong  type  of  personnel  for  the  USEAC  positions.  "  It  also  addresses  who 
would  be  responsible  for  the  hiring  of  personnel.  The  IG  may  not  know  that  SBA  assisted  in  the 
initial  design  of  the  USEACs  as  well  as  the  programs  and  sendees  provided.  SBA  worked  closely 
with  DOC  for  several  months  regarding  the  role  of  the  participating  agencies  and  their  personnel 
The  IG  may  not  know  that  SBA's  Office  of  International  Trade  hired  personnel  to  staff  the  first 
foiu-  USEACs  (the  same  people  who  were  on  the  USEAC  design  team)  and  the  SBA  District 
Directors  hired  personnel  for  the  remaining  1 1  sites. 
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6)  Page  19  (Long  Beach  issue)  We  are  pleased  that  the  IG  recognizes  the  progress  made  at  the 
Long  Beach  USEAC  and  the  site  director's  attempts  to  resolve  some  sensitive  personnel  and 
morale  issues.  The  IG  failed  to  address  some  problems  associated  with  US&FCS'  decision  to 
keep  the  DOC  District  Director  operating  at  a  separate  site  This  separation  has  had  a  definite, 
and  sometimes,  negative  impact  on  the  operations  at  the  Long  Beach  USEAC  WE  would  like 
the  IG  to  recognize  the  strain  this  has  placed  on  the  current  site  director's  ability  to  effectively 
manage  the  USEAC. 

7)  Page  23/Loan  approval  authority;  The  report  states  that  the  IG  "suggested  that  SBA  grant 
locm  approval  authority  to  the  USEAC  hubs...  "  While  this  suggestion  was  considered  by  SBA, 
there  is  a  lack  of  understanding  by  the  IG  regarding  the  ability  for  SBA  to  grant  such  authority. 
The  agency's  policy  is  that  there  must  be  both  a  recommending  and  approving  official  to  ensure 
the  integrity  of  the  loan  approval  process.  Although  there  is  a  possibility  that  loan  approval 
authority  could  be  granted  to  3  USEAC  sites  where  there  are  two  SBA  personnel,  this  would  limit 
their  flexibility  in  spending  time  marketing  the  USEACs  trade  finance  services  among  the  lending 
and  small  business  communities  --  an  important  aspect  of  their  job 

8)  Page  24  (second  paragraph);  "Without  the  second  loan  specialist,  the  USEACs  may  not  be 
able  to  handle  the  expected  volume  of  irade  finance  business.  "  When  SBA  first  became  involved 
m  designing  its  presence  at  the  USEACs,  it  took  into  consideration  the  vast  SBA  district  network 
(69  ofDces)  which  is  prepared  to  handle  additional  loan  volume  if  the  USEAC  trade  finance 
specialists  become  overbiu^dened.  We  have  never  received  complaints  firom  the  lending  or  small 
business  communities  regarding  the  perceived  shortage  of  SBA  personnel  at  the  USEACs. 
However,  when  addressing  the  perceived  lack  of  trade  finance  resources  at  the  USEACs,  the  IG 
singles  out  SBA  with  no  mention  of  Ex-Im  Bank. 

These  arc  our  general  concerns    We  hope  the  IG  will  address  them  before  issuing  a  final  repon 
Please  let  me  know  if  you  have  any  questions. 

Thank  you. 
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Export-Lmport  Bank 

Of  THE  UNTTtD  StaTZS 


January  29,  1996 


TO:  Dan  McLaughlin,  DAS 

Norberc  Gannon 
James  Rigassio 
The  Commercial  Service 

FROM:  Richard  Feeney 

Eximbank 

SUBJECT:      Draft  Repon  on  Inspection  of  U.S.  Export 
Assistance  Centers  CIRM-7130) 


I  appreciate  your  providing  me.with  a  copy  of  the  draft  report  for  my  review. 

The  principal  concern  in  the  report  relating  to  Eximbank  is  our  imwillingness  to  assign 
full-time  staff  to  each  of  the  Regional  USEACs.  Related  concerns  are  that  our  five  Regional 
Offices  will  not  be  able  to  handle  the  expeaed  increase  in  demand  for  trade  finance  services, 
and  that  our  City/Staie  program  is  largely  inaaive  ("only  8  of  the  30  City/State  participants 
are  active, ")  and  the  participants  lacking  in  experience. 

We  remain  convinced  that  a  combination  of  our  Regional  Office  staff  and  City/State 
participants  are  able  to  respond  to  all  Regional  USEAC  needs  for  Eximbank  services. 

City/State  applicants  are  required  to  have  two  full-time  professionals  trained  in  our 
programs,  and  present  an  annual  budget  and  marketing  plan  that  evidences  their  commitment 
to  trade  finance  and  is  acceptable  to  Eximbank.  Eximbank  recognizes  the  top  five  program 
participants  each  yeax;  it  is  erroneous  to  assume  that  all  others  are  inactive. 

All  but  one  of  the  first  15  Regional  USEACs  either  have  a  full-time  Eximbank 
presence  or  a  qualified  City/State  participant  providing  support.  The  sole  exception  is 
Denver.  In  addition  to  regular  visits  by  our  Long  Beach  staff,  the  Denver  USEAC  is  fortunate 
to  have  an  SBA  officer  long  known  to  Eximbank  as  a  capable  finance  professional. 
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Eximbank  recently  made  changes  to  our  City/State  program  to  compensate 
participants  for  their  assistance  to  exporters  utilizing  our  programs.  This  should  have  a 
positive  impact  on  the  number  of  participants  and  their  commitment  to  our  programs. 

We  also  made  changes  to  cur  Working  Capital  Guarantee  Program  to  foster  greater 
bank  support  for  small  business  exporters.  Given  that  the  very  large  majority  of  Eximbank 
authorizations  are  in  the  form  of  insurance  or  guarantees,  greater  commercial  bank 
involvement  in  our  programs  will  benefit  small  exporters. 

Two  other  items  from  the  draft  report  require  comments: 

•  SBA  does  not  contribute  to  the  costs  of  City/State  representatives 
providing  USEAC  support;  and 

•  The  apparent  conflict  noted  when  an  exporter  goes  to  a  "spoke"  USEAC  in,  for 
example,  Richmond,  Virginia,  and  is  referred  to  the  regional  center  in 
Baltimore  where  support  is  provided  by  MIDFA  (whose  goal  is  to  increase 
usage  of  the  Port  of  Baltimore)  should  not  exist.  In  this  example,  the  exporter 
should  be  referred  to  our  City/State  partner,  the  Virginia  Small  Business 
Finance  Authority,  located  in  Richmond  for  assistance.  With  well  over  two 
dozen  current  participants  and  several  others  being  considered  for  membership, 
this  type  of  conflict  should  be  rare,  if  seen  at  all. 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
Incernacional  Trade  Administration 

Washington  OC   SOP3D 

DIRECTOR  GENERAL  OF  THE  U  S  AND 
FOREIGN  COMMERCIAL  SERVICE 


Testimony  of  Assistant  Secretary  and  Director  General  Lauri  J.  Fitz-Pegado 

Before  the  Subcommittee  on  Procurement,  Exports  and  Business  Opportunities, 

Committee  on  Small  Business,  House  of  Representatives 

Thursday,  July  25,  1996 


INTRODUCTION 

Mr.  Chairman,  I  would  like  to  thank  you,  Representative  Clayton  and  the  Members  of  the 
Subcommittee  for  providing  me  with  the  opportunity  to  speak  to  you  about  one  of  the  true 
success  stories  in  government:  the  U.S.  Export  Assistance  Center  Program.  As  you  are  well 
aware,  exports  are  essential  to  the  economic  strength  and  security  of  this  nation.   In  fact, 
exports  now  account  for  almost  one-third  of  real  U.S.  economic  growth  and  are  expected  to 
grow  faster  than  overall  economic  activity  for  the  remainder  of  this  decade.   Moreover, 
exports  supported  an  estimated  11  million  American  jobs  in  FY  1995  alone.   The  Clinton 
Administration  recognizes  the  importance  of  exports  and  the  need  to  help  American 
businesses,  especially  small  companies,  compete  in  an  increasingly  competitive  global 
marketplace. 

Let  me  take  a  moment  to  say  a  special  word  of  thanks  to  Chairman  Manzullo  for  taking  time 
out  of  a  busy  schedule  to  attend  our  Rockford,  Illinois  District  Export  Assistance  Center 
opening  on  July  15,  1996.   Your  presence  and  words  of  commendation  were  greatly 
appreciated  by  our  staff  and  Illinois  exporters.   I  am  pleased  that  you  were  able  to  hear  first- 
hand from  our  clients  that  they  value  the  services  Export  Assistance  Centers  provide. 

By  the  early  1990's  it  had  become  readily  apparent  to  the  business  community  that  the  Federal 
trade  promotion  effort  needed  help  if  it  was  going  to  serve  American  companies  effectively  in 
an  increasingly  competitive  global  market.   In  response  to  this  urgent  need.  Congress  passed 
the  1992  Export  Enhancement  Act  which  recommended  that  the  trade  promotion  agencies  join 
forces  in  "one-stop  shops"  and  which  also  called  for  the  Administration  to  rejuvenate  the 
Trade  Promotion  Coordinating  Committee  (TPCC). 

Under  the  guidance  of  the  late  Secretary  Ron  Brown,  the  TPCC  issued  its  report  Toward  a 
National  Export  Strategy  in  September  1993  and  set  in  motion  the  Export  Assistance  Center 
initiative.    The  Report  called  on  Commerce's  U.S.  and  Foreign  Commercial  Service  (the 
Commercial  Service)  to  join  forces  with  the  Small  Business  Administration  (SBA),  the  U.S. 
Export-Import  Bank  (Ex-Im)  and,  in  one  site,  the  U.S.  Agency  for  International  Development 
(USAID)  to  consolidate,  coordinate  and  streamline  federal  export  promotion  and  trade  finance 
services  to  provide  "one-stop"  shopping  for  the  American  business  community.  Two  and  a 
half  years  have  passed  since  we  opened  four  pilot  Centers,  and  I  am  pleased  to  join  you  today 
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to  show  how  we  have  not  only  achieved  the  goals  first  set  out  by  Congress  and  the  TPCC,  but 
also  have  expanded  on  that  original  concept  to  the  benefit  of  American  exporters.   By 
fostering  strong  partnerships  with  federal,  state  and  local  trade  promotion  organizations; 
modernizing  our  communications  and  seeking  to  improve  our  client  management  systems  to 
take  advantage  of  technological  innovations,  and  strategically  placing  our  resources  where  they 
could  serve  our  clients  most  effectively,  we  are  well  on  our  way  to  creating  a  truly  integrated 
national  export  assistance  delivery  network. 


THE  FOUR  PILOTS  AND  BEYOND: 


In  January  1994,  we  opened  pilot  U.S.  Export  Assistance  Centers  in  Baltimore,  Chicago, 
Long  Beach  and  Miami  and  for  the  first  time  brought  together  under  one  roof  representatives 
from  the  different  trade  promotion  agencies.   Rather  than  rest  on  our  laurels,  however,  we 
began  working  on  the  TPCC  report's  directive  to  "review  other  cities  throughout  the  United 
States  to  determine  the  potential  for  future  sites...  based  on  an  analysis  of  state-by-state  export 
data  and  other  measures  of  current  and  projected  economic  activity  as  well  as  substantial  input 
from  concerned  agencies."  The  TPCC  recommended  that  we  "identify  10  new  sites  by  June 
1994  and  establish  them  in  CY  1995."  We  also  worked  to  meet  the  Committee's 
recommendation  that  the  participating  agencies  conduct  extensive  evaluations  to  "help  the 
TPCC  evaluate  operational  start-up  issues,  concerns  and  problems. " 

While  selecting  the  sites  for  the  next  round  of  Centers,  we  recognized  that  the  needs  of  our 
clients  demanded  something  more  fundamental  than  merely  co-locating  federal  partners  in  a 
collection  of  individual  offices.   Instead,  we  set  out  to  create  a  network  that  would  enable  us  to 
bring  the  consolidated  services  first  envisioned  by  Congress  to  the  greatest  number  of 
American  businesses  possible.  To  do  so,  we  created  a  regional  "hub"  and  "spoke"  system 
designed  to  effectively  service  regional  trading  areas.  With  interagency  U.S.  Export 
Assistance  Centers  serving  as  the  hubs  and  smaller  Commercial  Service  District  EACs  as 
spokes,  we  have  expanded  significantly  our  accessibility  to  the  business  community.  These 
offices  use  electronic  links  and  state  of  the  art  communications  technologies  help  the  Centers 
deliver  more  services  faster  to  more  of  our  target  clients:  export-ready  firms  Le^,  those  with 
the  commitment  and  resources  to  establish  or  expand  export  operations. 

The  EAC  program  has  relied  heavily  on  client  input  from  its  inception.  The  Commercial 
Services'  Office  of  Domestic  Operations  had  the  unique  advantage  of  a  vast  domestic  field 
network  of  offices  all  around  the  country.  These  offices  served  as  our  direct  links  to  the 
exporting  community  and  its  particular  needs.   In  fact,  as  we  rolled  out  the  first  group  of  new 
offices  after  the  pilots,  we  met  with  local  trade  promotion  organizations,  government  parmers 
and  business  communities  in  each  city  to  determine  the  optimal  structure  and  location  of  these 
offices.  In  addition,  our  field  offices  have  always  maintained  strong  parmerships  with  state 
and  local  export  promotion  organizations;  relationships  that  laid  the  foundation  for  increasing 
the  effectiveness  of  our  export  assistance  services.  Whenever  possible,  we  have  co-located 
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EACs  with  other  public  and  private  partners  (such  as  World  Trade  Centers,  state  development 
agencies,  port  authorities)  to  improve  the  range  and  depth  of  services  available  at  a  single  site. 

DIVISION  OF  LABOR 

Each  EAC  offers  one-on-one  counseling  to  businesses  with  export  potential,  particularly  small 
and  medium-sized  ones.   Export-ready  clients  may  have  already  exported  to  a  limited  degree 
and  are  seeking  to  expand  their  overseas  sales  by  launching  their  products  into  new  markets. 
These  clients  benefit  from  the  counseling  services  of  Commercial  Service  officers  in  the  EACs 
who  work  with  clients  to  evaluate  their  needs  and  help  them  develop  customized  international 
business  strategies.  They  work  with  firms  to  determine  their  export  potential,  find  new 
markets  and  plan  market  entry  strategies  based  on  their  experience  and  commitment  to 
exporting. 

SBA  and  Ex-Im  Bank  professionals  at  the  EACs  complement  the  export  marketing  counseling 
offered  by  the  Commercial  Service,  with  trade  finance  counseling.   EAC  staff  assist  businesses 
in  obtaining  export  credit  insurance,  pre-export  financing  through  working  capital  loan 
guarantees  and  medium  and  long-term  loans  and  guarantees  to  overseas  buyers.   Increasingly, 
small  and  medium-sized  export  ready  firms  look  to  expand  their  overseas  markets  through 
working  capital  loans  and  export  insurance  that  can  help  increase  their  capacity  and  reduce  the 
financial  risks  of  international  trade.  Through  joint  counseling  sessions  and  coordinated  off- 
site  visits,  the  EAC  staff  have  streamlined  the  export  assistance  process  significantly.  While 
the  EACs  focus  on  export-ready  firms,  the  interagency  referral  mechanism  within  these  offices 
ensures  that  even  the  most  neophyte  exporter  receives  the  services  needed  to  eventually  take 
their  business  overseas.   Thus,  the  key  to  the  EACs'  success  lies  in  their  ability  to  leverage 
federal,  state  and  local  trade  promotion  resources  to  ensure  that  clients  receive  the  expert 
assistance  they  need  most,  whether  it  comes  from  the  Commercial  Service,  SBA  or  a  state  or 
local  partner. 


OFFICE  LOCATIONS 

To  date,  we  have  opened  USEAC  "Hub"  offices  in  the  following  14  cities:   Chicago,  Miami, 
Baltimore,  Long  Beach,  Seattle,  Cleveland,  Dallas,  Denver,  St.  Louis,  New  York, 
Philadelphia,  Atlanta,  Boston,  and  New  Orleans  and  today  we  are  opening  a  USEAC  "hub" 
office  in  Detroit.   As  I  have  mentioned,  we  have  further  developed  this  integrated  network  by 
creating  "spoke"  offices  that  are  readily  accessible  to  the  greatest  number  of  clients.  To  that 
end,  we  have  opened  14  brand  new  District  Expon  Assistance  Centers  (DEACs).   Secretary 
Kantor  announced  the  conversion  of  the  rest  of  our  field  network,  over  50  district  and  branch 
offices,  into  DEACs  at  the  May  10th  National  District  Export  Council  meeting  in  Cleveland. 
On  May  23  the  Secretary  also  announced  Commerce's  intention  to  put  a  USEAC  in  Charlotte, 
North  Carolina. 
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U.S.  Expon  Assistance  Centers  represent  the  future  of  federal  export  promotion  efforts.  To 
extend  the  services  of  these  Centers  to  ail  of  the  nation's  exporters,  the  Commercial  Service 
plans  to  open  approximately  16  new  DEACs  offices  in  suburban  areas  to  bring  its  trade 
specialists  closer  to  their  clients  and  complete  the  export  promotion  infrastructure  of  a  national 
EAC  network.  This  network  will  allow  the  federal  partners  to  provide  enhanced  export 
marketing  and  trade  finance  services  to  a  greater  number  of  exporters  than  ever  before.  The 
design  uses  electronic  links  and  communications  technology  to  make  the  most  of  the  limited 
federal  resources.  The  new  network  also  relies  on  close  cooperation  with  state  and  local, 
public  and  private  partners  to  effectively  provide  the  level  of  service  required  by  small  and 
medium  companies  striving  to  be  successful  exporters. 

GAP  RECOMMENDATIONS 

I  am  pleased  to  report  that  we  have  made  great  strides  in  following  the  intent  of  the  1992 
Expon  Enhancement  Act  and  the  recommendations  of  the  National  Export  Strategy.  I  would 
add  that  we  have  gone  far  beyond  the  "one-stop-shop"  paradigm,  and  now  attribute  our  ability 
to  better  serve  more  client  with  fewer  resources  (or  in  other  words  "doing  more  with  less")  to 
our  EAC  network. 

These  are  not  simply  my  observations.  Under  the  leadership  of  my  Deputy  Assistant 
Secretary  for  Domestic  Operations,  Daniel  J.  McLaughlin,  our  Office  of  Domestic  Operations 
has  received  or  been  nominated  for  several  prestigious  awards.  The  Export  Assistance  Centers 
initiative  won  the  Vice  President's  Hammer  Award  for  Reinventing  Government  as  well  as  the 
Public  Employees  Roundtable's  National  Public  Service  Excellence  Award  in  the  Inter-Agency 
category.  We  are  also  finalists  for  the  prestigious  Ford  Foundation/Kennedy  School 
"Innovations  in  Government  Award." 

The  national  "hub  and  spoke"  network  of  Export  Assistance  Centers  has  provided  a  tool  for 
leveraging  existing  federal,  state  and  private  sector  export  assistance  resources.  Over  the  past 
two  years  our  domestic  field  has  experienced  a  20%  reduction  in  staff  caused  by  an  internal 
hiring  freeze.  In  spite  of  that,  the  Export  Assistance  Center  network  has  enabled  the 
Commercial  Service's  domestic  field  staff  to  increase  its  export  actions  by  80%  while  at  the 
same  time  increasing  the  number  of  offices  by  30%.  By  export  actions  I  mean  export  sales 
that  our  clients  attribute  to  the  assistance  we  provide. 

The  General  Accounting  Office  (GAO)  and  the  Department  of  Commerce  Inspector  General 
(IG)  are  our  partners  in  the  roll-out  of  the  EACs.  We  welcome  their  guidance  to  fine-tune  our 
operations  and  improve  upon  this  successful  initiative. 

Based  on  its  review  of  our  operations  in  the  spring  of  1995,  GAO  asked  the  Secretary  of 
Commerce  to  work  with  the  Chairman  of  Eximbank  and  the  Administrator  of  SBA  to  address 
three  recommendations  for  improving  the  EACs.  Let  me  summarize  the  recommendations  and 
the  progress  we  have  made  to  date: 
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Give  USEAC  Directors  input  into  USEAC  staff  performance  appraisals: 

Commerce  and  SBA  staff  have  already  agreed  to  allow  USEAC  directors  to  provide  at 
least  15%  of  USEAC  staff's  performance  rating,  regardless  of  agency  affiliation.   This 
proposal  will  take  effect  in  fiscal  year  1997.   Although  we  are  not  able  to  use  a  single 
performance  evaluation  form  for  multiple  federal  agencies,  SBA  and  Commerce  have 
harmonized  the  weight  given  to  USEAC  director  input. 

Teamwork  is  very  important  in  USEACs.   In  the  spirit  of  a  team  approach  to  assisting 
U.S.  exporters,  the  Commercial  Service  is  currently  considering  a  360°  performance 
appraisal  system  for  domestic  field  staff.  360°  feedback  allows  superiors,  subordinates, 
peers,  clients,  and  partners  to  provide  input  to  help  evaluate  an  individual's 
performance.   However,  we  recognize  that  other  agencies  have  had  mixed  results  with 
such  an  evaluation  system  so,  as  a  first  step,  EAC  staff  have  proposed  a  simpler 
upward  feedback  pilot  ~  to  involve  8  USEACs  beginning  in  FY  97.  Through  this 
mechanism,  staff  would  have  the  opportunity  to  contribute  to  the  evaluations  of  EAC 
Directors.   Commercial  Service  and  SBA  staff  have  already  discussed  plans  to  involve 
SBA  personnel  in  this  exercise. 

Establish  a  USEAC-specific  customer  tracking  system:  We  recognize  the 
importance  of  developing  a  systematic  approach  to  sharing  client  information  -  an 
automated  customer  tracking  systems  that  contains  information  on  clients  and  services 
provided  to  them  by  all  agencies  in  EACs.   Given  the  abundance  of  commercially- 
available  contact  management  software,  we  decided  to  move  to  a  more  flexible,  off- 
the-shelf  system.   As  Ex-Im  strongly  recommended  its  Goldmine  system  as  a  viable 
alternative,  we  implemented  an  inter-agency  Goldmine  pilot  involving  two  SBA 
representatives  from  the  Seattle  and  Cleveland  USEACs  and  ten  Commercial  Service 
field  staff.  We  periodically  consulted  Ex-Im  staff  on  their  own  progress  and 
experiences  with  Goldmine.   Preliminary  feedback  from  Commercial  Service  and  Ex- 
Im  staff  indicated  this  system  did  not  meet  our  needs  for  extensive  client  tracking, 
leading  us  to  investigate  alternative  off-the-shelf  systems. 

After  considerable  research  and  reflection,  we  decided  on  a  Lotus  Notes 
communication  platform  which  will  ultimately  be  used  for  client  tracking.  This 
groupware  application  allows  multiple  users  around  the  world  to  access  and  add  to 
common  documents  and  databases,  sharing  information  in  close  to  real  time.  Not  only 
does  this  allow  USEAC  partners  to  share  client  records  amongst  themselves  and  with 
overseas  posts,  but  it  allows  them  to  access  the  informational  resources  of  other  Lotus 
Notes  users  ~  for  example,  ITA  International  Economic  Policy  and  Trade 
Development's  databases  and,  specifically,  those  of  the  Trade  Information  and 
Advocacy  Centers.   Since  Lotus  Notes  has  the  most  sophisticated  encryption 
capabilities  on  the  market,  it  ensures  the  confidentiality  of  sensitive  financial 
information  which  is  not  commonly  stored  on  CIMS. 


112 


The  Lotus  Notes  platform  also  has  many  time-saving  capabilities.  For  example, 
USEAC  staff  will  be  able  to  search  their  client  database  by  any  criteria  they  desire, 
have  Notes  automatically  drop  the  contact  information  into  a  pre-designed  recruitment 
letter,  and  send  the  broadcast  fax  directly  from  the  screen.  Lotus  Notes  also  has  an 
excellent  interface  with  the  Internet,  allowing  users  to  post,  update,  and  retrieve 
information  off  the  World  Wide  Web  with  little  additional  effort  ~  an  excellent  way  to 
share  information  with  clients  and  partners. 

We  expect  to  make  Phase  I  of  the  Lotus  Notes  deployment,  involving  five  EACs  and  8 
overseas  posts,  operational  by  the  end  of  this  calendar  year.   For  a  minor  investment  in 
software,  USEAC  partners  will  be  able  to  access  and  add  to  Notes  databases.  Since 
one  can  easily  export  Notes  data  to  other  off-the-shelf  client  tracking  systems,  or  even 
to  an  Internet-based  format,  EAC  partners  will  still  be  able  to  share  Commercial 
Service  client  records  if  they  choose  to  maintain  off-the-shelf  systems  similar  to 
Goldmine. 

3.         Set  up  an  accounting  system  that  tracks  costs  of  operating  USEACs:  The  inter- 
agency working  group  on  Finance  &  Administration  attempted,  from  the  beginning,  to 
develop  coding  patterns  that  would  accurately  track  USEAC  expenditures  within 
Commerce's  existing  accounting  system.   Unfortunately,  the  limitations  of  that  system, 
combined  with  the  complex  cost-sharing  methodology  established  by  the  original 
Memorandum  of  Understanding,  quickly  made  the  tracking  process  unmanageable.   In 
response,  we  opted  to  move  to  a  flat  fee  system  of  reimbursement,  which  we 
incorporated  into  a  revised  MOU.  The  new  MOU  has  been  signed  by  three  of  the 
partners,  and  we  expect  AID  to  sign  shortly.  We  also  began  to  develop  a  Lotus  Notes- 
based  financial  tracking  system  which  will  ultimately  provide  document-level  detail  of 
agency  and  USEAC  expenses.   While  we  cannot  use  internal  financial  records  to  bill 
for  reimbursement,  we  can  use  them  to  monitor  and  periodically  adjust  inter-agency 
fees,  thus  avoiding  the  difficulties  presented  by  Commerce's  accounting  system.  We 
implemented  this  new  Notes-based  system  four  months  ago  in  our  regional 
administrative  offices  and  our  headquarters.  As  part  of  the  Phase  I  Lotus  Notes 
deployment,  five  USEACs  will  have  Notes  by  the  end  of  this  calendar  year  and  able  to 
access  their  financial  data  accordingly.   In  the  meantime,  USEACs  will  continue  to 
maintain  internal  records  on  Lotus  1-2-3  spreadsheets  developed  for  that  purpose. 

I  would  like  to  suggest  that  we  have  gone  beyond  the  intent  of  GAO  and  IG  recommendations 
to  increase  the  efficiency  and  effectiveness  of  our  own  program  delivery  to  U.S.  exporters. 
We  have  expanded  on  the  EAC  design  to  include  state  and  private  sector  participation.  This 
widening  and  deepening  of  EAC  "partnerships"  is  our  answer  to  providing  exporters  with 
valuable  assistance  in  a  time  when  resources  for  export  assistance  are  being  reduced  at  all 
levels. 
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CONCLUSION 

The  real  test  of  our  success  is  the  impact  we  have  on  our  clients'  businesses.   In  the  two  years 
since  Export  Assistance  Centers  have  become  operational,  that  impact  has  increased 
dramatically. 

1.  In  FY  95,  the  Enhanced  Export  Assistance  Center  network  generated  a  40% 
export  action  increase  over  the  previous  year.  Export  actions  represent  the 
number  of  overseas  market  entries  EAC  staff  directly  facilitated. 

2.  Export  Assistance  Centers  processed  215  SBA  export  working  capital  program 
loan  guarantees  worth  a  total  of  $77  million.  This  translated  into  approximately 
$231  million  in  export  sales  for  small  and  medium-sized  businesses. 

3.  Ex-Im's  city-state  partner  in  the  Baltimore  USEAC,  the  state  of  Maryland, 
completed  252  loan  guarantees  totalling  approximately  $52  million.  These  loans 
supported  $56.6  million  in  acuial  1995  exports  with  another  $21.5  million  to  be 
shipped  in  1996. 

4.  More  than  92%  of  the  395  clients  who  responded  to  our  1995  quality  assurance 
survey  were  either  satisfied  or  very  satisfied  with  the  quality  of  service  they 
received  at  our  offices. 

5.  From  1994  to  1996,  we  project  an  86%  increase  in  export  actions.  As  of 
March  31st,  We  had  achieved  44%  of  our  1996  goal,  despite  the  six-week 
government  shutdown  last  winter  and  despite  field  staffing  reductions  of  up  to 
20%. 

In  closing,  let  me  give  you  an  example  of  what  this  program  means  in  real  terms.   David 
Spann,  Director  of  the  Delta  USEAC  in  New  Orleans,  recently  wrote  the  following  to  describe 
the  atmosphere  and  attitude  in  that  interagency  operation: 

Established  goals  for  individuals  are  considered  goals  for  the  USEAC  as  a 
whole,  and  therefore  staff  performance  is  in  part  measured  by  the  success  of  all 
parties  in  obtaining  their  goals...  [Commerce]  Trade  Specialists  found  that  by 
helping  [the  SBA]  Finance  Specialist  achieve  his  goals,  expon  actions  would 
follow  and  thus  help  them  to  meet  their  own  goals.   By  the  same  token,  the 
Finance  Specialist  found  that  by  involving  the  Trade  Specialist  with  loan 
activity,  the  demand  for  loans  increased  and  helped  him  to  attain  his  own  goals. 
In  the  past  six  months,  the  Delta  USEAC  has  approved  four  export  working 
capital  program  (EWCP)  loans.  All  of  these  companies  were  Commercial 
Service  clients  whose  growth  was  heavily  impeded  by  lack  of  additional 
capitalization.   In  fact,  one  company  would  have  lost  $70,000  in  sales  if  the 
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EWCP  had  not  been  available.... All  members  of  the  staff  work  hard  to  identify 
themselves  with  the  Delta  USEAC  rather  than  any  one  agency...   We  are  now 
generally  recognized  as  the  Delta  USEAC  in  the  community  and  by  our  partners 
and  our  clients. 

Though  we  have  not  yet  achieved  this  level  of  integration  at  all  sites,  we  have  made  great 
strides  toward  overcoming  the  distinct  corporate  cultures  that  made  such  coordination  seem 
virtually  impossible  just  three  short  years  ago.   I  am  encouraged  that  the  national  network  of 
Export  Assistance  Centers  will  soon  bring  such  seamless  export  marketing  and  trade  finance  to 
business  communities  across  the  nation. 
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Attachment  1 

SUCCESS  STORIES 

Filtration  Treatment  Systems  has  been  a  client  of  Commerce's  Seattle,  Washington  office, 
now  the  Seattle  USEAC,  since  it  was  recruited  in  the  fall  of  1994  to  participate  in  an  Export 
Trade  Assistance  Partnership  environmental  industry  export  training  seminar,  a  combined 
effon  of  the  Commercial  Service,  the  Small  Business  Administration  and  the  State  of 
Washington  Department  of  Trade  and  Economic  Development.  The  program  provided 
Filtration  Treatment  Systems  with  export  training  classes  focussing  on  market  research  and 
identification  and  financing  followed  by  a  specialized  market  assessment  program  offered 
through  the  University  of  Washington.  Throughout  the  process,  a  Commerce  Trade  Specialist 
offered  counseled  the  company  with  regard  to  market  identification  and  helped  them  to 
develop  an  international  business  plan.   Filtration  Treatment  Systems  ultimately  selected  the 
Singapore  market  as  a  good  starting  point  for  a  new  exporter,  as  well  as  a  good  springboard 
for  Indonesia  and  Malaysia. 

Throughout  the  year,  the  Trade  Specialist  referred  the  company  to  a  number  of  appropriate 
shows  in  the  Asian  market,  two  of  which  the  company  ultimately  attended,  presenting  a 
technical  paper  at  one  and  meeting  a  joint  venture  partner  at  another. 

Although  their  first  export  sale  was  small  (two  oil/water  separators  valued  at  $5,000  per  unit), 
their  long  term  view,  coupled  with  a  great  joint  venture  partner  and  persistence  in  the  market 
paid  off  The  company  recently  shipped  a  $750,000  water  recycling  system  to  Singapore  to  a 
manufacturer  of  printed  circuit  boards.   They  also  report  they  have  additional  projects  in  the 
works  and  expect  to  do  over  $3  million  in  that  market  this  year.   One  of  the  company's  goals 
in  their  business  plan,  developed  through  the  interagency  Export  Trade  Assistance  Partnership, 
was  to  become  a  Commerce  Department  success  story. 

Contact:  Jeff  Pettey,  President 

Filtration  Treatment  Systems 

7118  S.  220  Street 

Kent,  WA  98032 

Telephone:  206/872-9007;  Fax:  206/872-9004 
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Corrosion  Consultants,  Inc.,  benefitted  from  the  cooperative  efforts  between  the  Detroit, 
Michigan  USEAC's  Commercial  Service  and  Small  Business  Administration  representatives. 
Corrosion  Consultants,  Inc.,  manufactures  automotive  aftermarket  chemicals  and  has  received 
on-going  export  marketing  counseling  from  the  Commercial  Service.  This  assistance  included 
market  research  reports  ranging  from  Industry  Sector  Analyses  to  Country  Commercial 
Guides.   In  response  to  the  company's  need  for  financing,  the  Commercial  Service  referred 
the  company's  president,  Mr.  Vic  Shanley,  to  the  local  Small  Business  Administration  (SBA) 
loan  officer,  as  well  as  the  Export-Impon  Bank  (Ex-Im  Bank)  marketing  officer  in  Chicago 
who  covers  Michigan.   Consequently,  Corrosion  Consultants  received  a  working  capital 
guarantee  from  the  SBA  and  export  insurance  from  Ex-Im  Bank.   Export  sales  have  increased 
ten-fold  over  the  past  year  and  the  firm  has  entered  16  new  markets.   Most  importantly,  as  a 
result  of  its  increased  export  sales,  Corrosion  Consultants  has  hired  three  new  employees. 

Contact:  Mr.  Vic  Shanley,  President 

Corrosion  Consultants,  Inc. 
16099  Common  Road 
Roseville,  MI  48066 
Telephone:   810/772-0200  (800-999-7583);  Fax:   810/772-1430 
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Perfect  Measuring  Tape  has  been  a  Commercial  Service  client  for  almost  20  years.   The 
company  is  an  E-Award  recipient,  and  the  President,  Mr.  Andrew  Bohnengel,  is  a  member  of 
the  Northern  Ohio  District  Export  Council.     Aside  from  providing  general  counseling,  trade 
lists  and  marketing  intelligence  for  penetrating  the  Brazilian  market,  DEAC  Director  Bob 
Abrahams  collaborated  with  Ex-Im  Bank  representative,  Bradley  Dunderman,  in  providing 
foreign  credit  insurance  to  help  an  export  sale  go  forward.   Mr.  Bohnengel  and  his  consignee 
were  having  problems  with  Brazilian  foreign  exchange  and  import  licensing  regulations.  The 
export  sale  ($7000)  did  not  warrant  a  letter  of  credit,  inasmuch  as  the  bank  charges  as  a 
percentage  of  the  sale  were  rather  high.  Since  Perfect  Measuring  Tape  was  dealing  with  a 
new  customer  and  unwilling  to  sell  under  open  account  terms,  the  answer  was  found  in  foreign 
credit  insurance. 

Contact:  Mr.  Andrew  Bohnengel,  President 

The  Perfect  Measuring  Tape  Co. 
1116  Summit  Street 
Toledo,  OH  43604 
Phone:     (419)243-6811 
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STATEMENT  BY 

JOHNNIE  E.  FRAZIER 

ASSISTANT  INSPECTOR  GENERAL  FOR 

INSPECTIONS  AND  PROGRAM  EVALUATIONS 

OFTICE  OF  INSPECTOR  GENERAL 

U.S.  DEPARTMENT  OF  COMMERCE 

BEFORE  THE 

SUBCOMMITTEE  ON  PROCUREMENT,  EXPORTS, 

AND  BUSINESS  OPPORTUNITIES 

COMMITTEE  ON  SMALL  BUSINESS 

HOUSE  OF  REPRESENTATIVES 

JULY  25, 1996 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  am  pleased  to  be  here  today  on  behalf  of  the 
Office  of  Inspector  General  to  discuss  the  status  of  the  U.S.  Export  Assistance  Centers  and  the 
efforts  of  the  three  participating  federal  agencies  (Commerce's  U.S.  and  Foreign  Commercial 
Service,  Small  Business  Administration,  and  Export-Import  Bank)  to  create  "one-stop  shopping" 
for  U.S.  exporters.  I  will  briefly  highlight  our  recent  observations  on  the  centers  as  contained  in 
our  March  1996  GIG  report,  U.S.  Export  Assistance  Centers  Offer  Reason  for  Optimism,  but 
May  Fall  Short  of  Expectations. 

The  Office  of  Inspector  General  has  long  recognized  the  need  for  improved  coordination  of  the 
federal  government's  export  promotion  efforts.  During  more  than  a  decade  of  inspections  by  our 
office  of  individual  U.S.  and  Foreign  Commercial  Service  field  offices-which  included  many 
interviews  with  both  U.S.  exporters  and  representatives  of  public  and  private  export-oriented 
organizations~we  fi-equently  identified  gaps  in  the  effective  delivery  of  export  promotion  and 
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trade  finance  assistance  to  U.S.  exporters. 

At  the  same  time  that  the  1992  Export  Enhancement  Act  was  being  debated  and  ultimately 
became  law,  we  were  completing  a  major  program  evaluation  of  the  Department's  trade 
promotion  efforts.  In  March  1993,  we  issued  a  report  on  these  efforts  {Assessment  of 
Commerce's  Efforts  in  Helping  U.S.  Firms  Meet  the  Export  Challenges  of  the  1990s)  that,  in 
principle,  supported  the  concept  of  one-stop  trade  shops  and  clearly  emphasized  the  need  for  the 
federal  government  to  have  a  better  coordinated  approach  for  meeting  the  export  promotion  and 
trade  finance  needs  of  U.S.  exporters. 

The  late  Commerce  Secretary  Ron  Brown,  as  chairman  of  the  Trade  Promotion  Coordinating 
Committee,  recognized  in  his  September  1993  report  to  the  Congress  the  difficulty  encountered 
by  potential  exporters  seeking  assistance  due  to  the  confusing  array  of  federal  offices  and  local 
export  service  providers.  He  proposed  creating  one-stop  shops--  primarily  consisting  of 
representatives  fi-om  US&FCS,  SBA,  and  Ex-Im  Bank-which  would  offer  exporters  improved 
assistance  with  all  federal  export  promotion  and  trade  finance  programs,  as  well  as  integrate 
those  export  services  with  other  local,  state,  and  private  sector  service  providers. 

The  Export  Enhancement  Act  of  1992  directed  the  Commerce  Department  to  take  the  lead  in 
establishing  "one-stop  shops"  that  were  to  bring  together  the  crucial  federal,  state,  and  local 
government,  and  private  business  services  needed  to  better  assist  U.S.  exporters.  To  develop  a 
strategy  and  plan  for  implementing  a  network  of  USEACs,  the  federal  interagency  Trade 
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Promotion  Coordinating  Committee  formed  a  Senior  Policy  Working  Group,  consisting  of  senior 
officials  of  the  three  agencies.  This  group  established  the  first  four  USEACs  in  January  1994  as 
pilot  sites  and  had  set  out  to  establish  1 1  more,  for  a  total  of  15  "hub"  USEACs,  by  mid-1996. 
To  complete  the  network,  the  plan  calls  for  the  eventual  establishment  of  83  satellite  or  "spoke" 
offices,  most  of  which  are  former  US&FCS  district  or  branch  offices,  each  linked  operationally 
to  one  of  the  15  hub  or  regional  USEACs. 

Given  the  growing  anticipation  and  broad  expectations  associated  with  the  one-stop  shops— 
which  by  then  were  being  referred  to  as  U.S.  Export  Assistance  Centers— we  decided  to  perform 
an  early  assessment  of  the  development  and  rollout  of  the  USEACs.  Our  objectives  were  to 
assess  the  USEACs'  progress  and  potential  in  meeting  the  goals  and  objectives  of  the  Export 
Enhancement  Act  of  1 992  and  the  Trade  Promotion  Coordinating  Committee.  We  examined  the 
work  being  performed  through  the  USEACs,  the  amount  of  resources  involved,  and  the  adequacy 
of  oversight  by  program  officials.  We  also  addressed  the  planning  and  implementation  actions 
taken,  especially  those  by  US&FCS,  to  capitalize  on  the  experience  of  the  first  four  pilot  centers 
as  additional  centers  opened  nationwide. 

As  one  might  expect  from  a  multi-agency  undertaking  of  this  magnitude,  there  were  difficult 
issues  in  making  the  USEAC  concept  a  reality,  such  as  (1)  the  logistical  problems  associated 
with  relocating  people  and  getting  the  centers  physically  open,  (2)  uncertain  staff  and  budget 
resources,  and  (3)  developing  a  program  that  would  support  the  many  interested  and  involved 
parties.  Our  evaluation  concluded  that  some  of  these  issues  were  handled  well,  others  were 
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handled  poorly,  and  some  were  not  handled  at  all. 

Once  the  interagency  project  to  establish  the  USEACs  was  approved,  cognizant  representatives 
from  the  three  participating  agencies  embarked  upon  an  ambitious  schedule  in  late  1 993  calling 
for  much  to  be  done  in  a  relatively  short  time:  The  four  pilot  USEAC  sites  had  to  be  selected, 
renovated,  and  furnished;  concepts,  policies,  and  procedures  had  to  be  developed,  tested,  and 
implemented;  and  USEAC  staff  members  had  to  be  recruited,  relocated,  and  trained.  At  the  time 
of  our  review,  the  four  pilot  USEAC  sites  (Baltimore,  Chicago,  Long  Beach,  and  Miami)  had 
been  operating  for  less  than  a  year,  and  planning  was  well  underway  for  significantly  expanding 
the  USEAC  network  with  1 1  more  sites  during  fiscal  year  1995. 

Among  the  positive  observations  made  during  our  review,  we  found  that: 

o   Under  the  primary  leadership  of  US&FCS  managers,  the  participating  agencies  put  a  great 
deal  of  effort,  dedication,  and  creativity  into  designing  and  implementing  the  USEAC 
program. 

o   The  choice  of  four  pilot  sites  to  test  the  USEAC  concept  was  good  for  it  allowed  different 
approaches,  ideas,  and  theories  to  be  tried  in  delivering  services  to  the  clients  or  in  referring 
them  to  the  appropriate  public  and  private  sector  partners. 

But  probably  the  most  positive  observation  and  our  cause  for  optimism  was  found  in  the  views 
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expressed  by  the  majority  of  U.S.  exporters,  representatives  from  the  private  sector,  and  federal, 
state,  and  local  government  personnel  who  had  worked  with  the  pilot  centers.  We  found  them 
hopefUl  that  the  USEACs  would  better  link  the  federal  government's  trade  finance  resources  with 
export  marketing  services.  It  was  also  the  consensus  of  those  interviewed  that  the  USEAC 
concept,  if  properly  implemented,  would  better  utilize  the  considerable  trade  finance  and  trade 
promotion  resources  available  through  state  and  local  government,  and  private  resources. 

Among  the  problems  we  noted  were: 

o   The  early  training  programs  for  the  USEAC  staff  assigned  to  the  pilot  sites  lacked  focus  and 
depth  and  did  not  properly  prepare  some  staff  to  carry  out  all  functions  of  the  centers. 

0   Joint  counseling  and  "team"  building  by  the  three  agencies'  staff  at  some  sites  got  off  to  a 
very  slow  start—leaving  this  integral  part  of  the  USEAC  concept  to  chance  and  uncertainty. 

o   Some  management,  leadership,  and  staffing  problems  surfaced  at  the  pilots  but  were  not 
addressed  quickly—often  allowing  them  to  fester.  For  example,  there  was  uncertainty  about 
the  authority  of  the  site  directors  over  their  program  flexibility,  budgets,  staffs  performance 
appraisals;  concern  about  staff  capability;  and  confusion  about  performance  measures. 

Fortunately,  many  of  the  pilots'  problems  that  surfaced  could  be,  or  were  being,  resolved  as  the 
USEAC  program  evolved.  After  all,  pilots  are  intended  to  serve  as  a  prototype  for  future 
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development  after  identifying  (1)  things  that  are  working  well  and  (2)  problems  to  be  corrected 
and  approaches  to  be  modified  before  the  final  product  is  completed. 

We  were  very  concerned,  however,  that  the  hub  and  spoke  arrangement  of  the  program- 
developed  to  better  leverage  limited  staff  resources— was  not  tested  during  the  pilot  phase.  In  this 
arrangement,  each  of  the  USEAC  regional  or  hub  locations,  staffed  by  US&FCS,  SB  A  and  Ex- 
Im  Bank  persoimel,  will  serve  as  the  regional  one-stop  shop  for  export  promotion  and  trade 
finance  services  and  will  have  anywhere  between  2  to  14  district  EAC  spokes  linked  to  it 
operationally.  These  spokes  will  be  solely  staffed  by  US&FCS  individuals,  and  will  be  able  to 
tap  the  necessary  trade  finance  resources  of  the  hub  operations.  Unfortunately,  this  crucial 
arrangement  existed  only  in  concept  and  has  been  tested  operationally  on  a  very  limited  basis. 
From  our  review,  it  was  not  clear  whether  or  how  the  spokes  will  operate  under  the  hubs  to 
provide  a  coordinated,  expanded  menu  of  services  while  generally  staffed  only  by  US&FCS 
personnel.  US&FCS  officials  and  other  program  managers  decided  to  roll  out  the  USEAC 
network  and  assume  that  the  hub  and  spoke  component  of  the  concept  will  work  in  practice.  We 
were  concerned,  however,  that  there  is  a  great  deal  of  risk  associated  with  this  assumption, 
coupled  with  some  of  the  other  issues  confi-onting  the  USEAC  program,  such  as  our  concerns 
that: 

♦  US&FCS/ITA  had  not  provided  the  expected  level  of  staff  resources. 

♦  SB  A  appeared  uncertain  about  its  ability  to  provide  the  planned  level  of  staff  resoiu-ces. 


i 


124 


♦  Ex-Im  Bank  was  either  unable  or  unwilling  to  make  the  kinds  of  internal  adjustments  to 
enhance  the  USEAC  network,  e.g.,  assigning  staff  resources  to  each  "hub,"  or  regional, 
USEAC. 

♦  The  program  lacked  a  reliable  and  unified  system  for  identifying,  measuring,  and  reporting 
programmatic  accomplishments. 

During  and  after  our  review,  we  regularly  discussed  oiu"  observations  and  concerns  with 
US&FCS  program  officials.  And,  in  some  instances,  corrective  measures  were  taken  to  promptly 
address  our  concerns,  hi  responding  to  our  draft  report  on  the  USEAC  program,  US&FCS 
officials,  with  input  from  their  SBA  and  Ex-Im  Bank  counterparts,  generally  agreed  with  our 
observations,  conclusions,  and  recommendations.  We  have  informally  monitored  the  progress 
and  current  status  of  the  USEAC  program  and  find  there  has  been  moderate  progress.  For 
example, 

~  US&FCS  has  provided  some  additional  staff  resources  to  strengthen  the  USEACs,  and  SBA 
expects  to  fulfill  its  original  staff  commitments. 

—  A  basic  system  has  been  implemented  for  identifying  and  reporting  "joint"  USEAC 
programmatic  accomplishments,  although  the  three  agencies  still  primarily  pursue,  and 
hence  measure,  their  parent  agencies'  goals  and  objectives. 
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~  Improvements  have  been  made  to  the  training  programs,  most  notably  in  the  USEAC  cross- 
team  training  and  the  trade  finance  training. 

In  summary,  Mr.  Chairilian,  I  would  like  to  say  that  we  remain  optimistic  about  the  future  of  the 
USEACs  and  their  potential  to  address  the  export  promotion  and  trade  finance  needs  of  U.S. 
exporters.  While  some  problems  remain  to  be  solved,  we  believe  that  the  Commerce  Department 
can  work  with  SBA,  Ex-Im  Bank,  and  others  to  find  solutions  to  improve  the  program  to  the 
benefit  of  U.S.  exporters. 


This  completes  my  statement,  Mr.  Chairman.  I  would  be  happy  to  answer  any  questions  you  and 
other  Members  of  the  Committee  may  have. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  be  here  today  to  testify  before  this  Subcommittee 
on  our  work  regarding  efforts  by  the  Department  of  Commerce,  the 
U.S.  Export-Import  Bank  (Eximbank) ,  and  the  Small  Business 
Administration  (SBA)  to  create  a  nationwide  network  of  "one-stop 
shops,"  called  U.S.  Export  Assistance  Centers  (USEAC) .   My 
testimony  will  address  both  the  benefits  realized  at  the  first  four 
USEACs  established  as  well  as  opportunities  for  improving  their 
operations.   As  part  of  our  review,  we  visited  each  of  the  four 
original  USEACs"  for  a  period  of  1  week  during  May-June  1995  and 
obtained  information,  using  interviews  and  surveys,  from  USEAC 
staff  members,  selected  customers,  and  officials  of  nonfederal 
partner  organizations  that  work  closely  with  them.   (See  the 
appendix  for  more  detailed  information  on  our  surveys.) 

SUMMARY 

Staff  and  customers  of  the  four  USEACs  we  visited  believed  that  co- 
locating  agency  staff  helped  to  improve  the  provision  of  federal 
export  services.   For  example,  about  80  percent  of  USEAC  staff 
responding  to  our  survey  said  that  establishment  of  the  USEACs  had 
substantially  increased  customer  access  to  the  full  range  of 
federal  export  promotion  services.   Services  provided  by  the  USEACs 
include  export  finance  services  as  well  as  export  promotion 
services,  such  as  providing  trade  leads  and  lists  of  overseas 


-In  Baltimore,  Chicago,  Long  Beach,  and  Miami 
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agents  and  distributors.   Similarly,  respondents  to  a  survey  of 
these  USEACs '  "best  customers"  indicated  a  high  level  of 
satisfaction  with  the  services  of  individual  agencies.   However, 
these  customers  also  saw  room  for  improvement  in  USEAC  agency 
efforts  to  work  as  a  unit  to  deliver  services  to  clients. 

Approximately  40  percent  of  the  customers  surveyed  who  stated  that 
they  had  used  more  than  one  USEAC  agency  also  indicated  that  they 
had  found  the  second  agency  on  their  own,  rather  than  through  their 
USEAC  contact.   Several  told  us  in  interviews  that  USEAC  staff 
member (s)  they  regularly  work  with  did  not  inform  them  of  the  full 
range  of  services  provided  by  the  USEACs,  even  after  they  had 
expressed  a  need  for  the  services  of  another  USEAC  agency.  Staff  we 
interviewed  at  certain  USEACs  stated  that  they  were  reluctant  to 
recommend  the  services  of  another  agency,  even  to  clients  who 
expressed  a  need,  because  they  were  unfamiliar  with  that  agency's 
performance  in  delivering  the  service. 

Currently,  USEAC  directors  do  not  have  the  basic  management  tools 
to  assure  that  creation  of  the  USEACs  substantially  improves 
federal  export  promotion  services.   For  example,  they  do  not  have 
(1)  the  ability  to  contribute  to  the  performance  appraisals  of  all 
USEAC  staff  with  regard  to  intra-USEAC  teamwork,  (2)  a  USEAC-wide 
client  tracking  system  with  information  on  clients  and  the  services 
provided  to  them,  and  (3)  adequate  authority  over  USEAC 
expenditures  and  a  USEAC-wide  accounting  system  that  would  permit 
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USEACs  to  accurately  identify  and  allocate  costs  and  better  manage 
expenditures . 

With  this  overview,  let  me  provide  some  background  to  put  these 
points  into  the  proper  context  and  then  go  into  more  detail  about 
the  benefits  being  derived  from  the  USEACs,  the  opportunities  to 
strengthen  USEAC  operations,  and  our  recommendations. 

BACKGROUND 

Creation  of  the  USEAC  network  can  be  best  understood  in  the  context 
of  sweeping  efforts  made  during  this  decade  to  strengthen  federal 
delivery  of  export  promotion  services.   During  1991-93,  we 
conducted  a  number  of  reviews  of  federal  export  promotion 
activities.   We  then  reported  on  a  governmentwide  effort  that  cost 
over  $2.7  billion  and  that  was  fragmented  among  several  agencies 
with  no  overarching  strategy  or  explicit  set  of  priorities.   Among 
our  specific  findings,  we  reported  that  U.S.  firms  seeking  export 
assistance  were  likely  to  become  confused  and  discouraged  by  the 
multiple  networks  of  domestic  offices  maintained  by  federal 
agencies  for  delivering  export  services.^ 

Partially  in  response  to  our  work,  Congress  enacted  the  Export 
Enhancement  Act  of  1992  (Public  Law  102-429,  Oct.  21,  1992),  which 
created  in  statute  the  interagency  Trade  Promotion  Coordinating 


^See  One-stop  Shops  {GAO/GGD-93-1R,  Oct.  6,  1992) 
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Committee  (TPCC)  and  tasked  it  with  developing  a  strategic  plan  for 
strengthening  federal  export  promotion  services.   This  legislation 
also  directed  the  U.S.  &  Foreign  Commercial  Service'--the  Commerce 
Department  agency  responsible  for  managing  its  domestic  field 
network--to  utilize  its  district  offices  as  "one-stop-shops." 
These  shops  would  be  able  to  (1)  provide  exporters  with  information 
on  all  U.S.  government  export  promotion  and  export  finance 
services,  (2)  assist  exporters  in  identifying  which  federal 
programs  may  be  of  greatest  assistance,  and  (3)  help  exporters  make 
contact  with  those  federal  programs. 

TPCC,  on  September  30,  1993,  issued  its  first  National  Export 
Strategy  report,  which  contained  65  recommendations  for 
federal  action  to  help  U.S.  exporters.   Among  these,  the 
strategy  recommended  the  creation  of  "one-stop  shops"  that 
would  integrate  primarily  representatives  of  the  Department  of 
Coinir.erce  and  SBA--two  federal  agencies  with  extensive  export 
promotion  field  networks--and  Eximbank.   It  further 
recommended  that  the  agencies  establish  four  pilot  "one-stop 
shops"  in  Baltimore,  Chicago,  Los  Angeles,  and  Miami.   As 
envisioned  by  the  strategy,  these  "one-stop  shops"  would 
exceed  the  minimum  requirements  of  the  1992  Export  Enhancement 
Act  in  that  they  would  actually  contain  the  staff  of  the  three 
agencies  rather  than  simply  have  Commerce  staff  provide 
information  about  these  and  other  agencies'  export  programs. 


^Now  called  the  "Commercial  Service." 
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In  commenting  on  the  National  Export  Strategy,  we  presented 
our  views  on  the  process  for  creating  the  network  of  "one-stop 
shops."   We  stated  that,  before  establishing  an  expansive 
network,  the  participating  agencies  should  first  evaluate  the 
results  of  the  four  pilots  to  determine  whether  providing  the 
full  range  of  export  promotion  services  in  an  integrated  way 
can  increase  the  value  to  the  business  community  of  federal 
export  promotion  assistance.   We  further  stated  that  the  aim 
of  the  USEAC  network  should  not  simply  be  to  co-locate  or  even 
coordinate,  but  "to  integrate   and  make  more  accessible  a  range 
of  export  services  aimed  at  small-  to  medium-sized  export- 
ready  firms."*   (Emphasis  added.) 

With  Commerce  taking  the  lead,  the  three  agencies  by  January 
1994  had  established  the  four  pilot  "one-stop  shops "--now 
called  U.S.  Export  Assistance  Centers.   Although  the  TPCC ' s 
export  strategy  stated  that  these  USEACs  would  go  through  a 
rigorous  evaluation  process.  Commerce  and  its  partner  agencies 
decided  to  move  forward  with  expanding  the  network  before  such 
evaluations  could  be  concluded.   By  late  February  1996,  the 
three  agencies  had  expanded  the  network  to  14  USEACs,  along 
with  10  District  Export  Assistance  Centers  (DEAC) ,  which  have 


"See  Export  Promotion:   Governmentwide  Plan  Contributes  to 
Improvements  {GAO/T-GGD-94-35,  Oct.  26,  1993),  Export  Promotion: 
Initial  Assessment  of  Governmentwide  Strategic  Plan  (GAO/T-GGD-93- 
48,  Sept.  29,  1993),  and  Export  Promotion  Strategic  Plan:   Will  it 
be  a  Vehicle  for  Change?  (GAO/T-GGD-93-43 ,  July  26,  1993). 
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only  Commerce  staff  and  are  connected  to  the  USEACs  in  a  hub- 
and-spoke  system.   Commerce  and  its  partner  agencies  opened 
four  additional  DEACs  by  June  1996  and  have  plans  to  further 
expand  the  network  in  the  future. 

BENEFITS  BEING  DERIVED  FROM  USEACs 

USEAC  staff  and  customers,  and  officials  of  nonfederal  partner 
organizations  told  us  that,  because  of  the  USEACs,  U.S.  firms 
are  more  knowledgeable  about  and  have  access  to  a  broader 
range  of  federal  and  nonfederal  export  services.   Customers, 
however,  also  indicated  that  USEACs  can  improve  the  delivery 
of  those  services  to  the  U.S.  export  community. 

Approximately  63  percent  of  the  USEAC  staff  responding  to  our 
survey  said  that  establishment  of  the  USEACs  had  increased  the 
overall  quality  of  export  services  to  a  great  or  very  great 
extent.   About  80  percent  of  our  respondents  stated  that  the 
USEACs  had,  in  particular,  substantially  increased  customer 
access  to  the  full  range  of  federal  export  promotion  services 
to  a  great  or  very  great  extent.   Eighty-two  percent  of  the 
survey  respondents  also  cited  significant  increased 
cooperation  among  the  staffs  of  the  three  participating 
agencies,  which  we  believe  would  help  to  expand  the 
availability  of  federal  export  services  as  USEAC  staff  work 
collaboratively  or  refer  clients  to  partner  agencies. 
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During  our  visits  to  the  four  USEACs,  we  learned  of  some 
specific  examples  of  USEAC  staff  taking  the  initiative  to 
enhance  the  value  of  their  services  to  exporters  by  working 
closely  with  federal  and  nonfederal  partner  organizations. 
These  examples  demonstrate  the  potential  benefits  that  can  be 
derived  from  creation  of  the  USEACs. 

--  At  the  Baltimore  USEAC,  the  Commerce  staff  made  an  effort, 
as  part  of  their  counseling  activities,  to  generate  clients 
for  the  Maryland  Industrial  Development  Financing 
Authority,  a  state  agency  that  provides  export  financing. 

--  At  the  Long  Beach,  California,  USEAC,  the  director 
introduced  the  "Export-Trade  Assistance  Partnership" 
program,  which  sought  to  utilize  the  skills  and  knowledge 
of  federal  and  nonfederal  partner  organizations  to  increase 
the  export  know-how  of  firms  that  are  not  yet  ready  to 
export . ^ 

--  At  the  Chicago  and  Miami  USEACs,  the  Eximbank  and  SEA 

staffs  closely  coordinated  their  outreach  efforts.   These 
individuals  were  familiar  with  the  financing  services  of 
both  agencies  and  referred  clients  when  appropriate. 


^Firms  chosen  to  participate  in  this  program  are  to  receive 
training  from  members  of  the  local  export  assistance  community  that 
is  suited  to  their  needs.   They  are  expected  to  translate  that 
training  into  concrete  business  decisions  before  moving  to  the  next 
level  of  training. 
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We  surveyed  the  four  USEACs '  60  "best  customers"  (15  for  each 
USEAC)  who  had  received  services  from  more  than  one  USEAC 
agency,  as  identified  by  the  USEAC  directors.   Of  the  40  "best 
customers"  who  responded  to  our  survey,  a  majority  stated  that 
they  were  very  satisfied  with  the  export  services  provided  by 
the  USEACs.   Their  satisfaction  was  based  on  such  factors  as 
timeliness,  staff  knowledge,  and  usefulness  of  the  services 
obtained. 

However,  the  customers  responding  to  our  survey  also  saw  room 
for  improvement  in  USEAC  agency  efforts  to  work,  as  a  unit  in 
the  delivery  of  services.   Of  the  28  customers  who 
acknowledged  receiving  services  from  a  second  USEAC  agency,  11 
(40  percent)  indicated  that  they  had  found  the  second  agency 
by  themselves,  rather  than  through  their  USEAC  contact.   We 
also  found  that,  of  the  17  customers  who  did  acknowledge 
receiving  services  from  the  second  agency  as  a  result  of  their 
USEAC  contact,  12  stated  that  they  had  received  useful 
services  from  more  than  one  government  agency.   Several  of  the 
customers  we  interviewed  told  us  that  the  USEAC  staff 
member (s)  they  regularly  worked  with  did  not  inform  them  of 
the  full  range  of  services  provided  by  the  USEACs,  even  after 
they  had  expressed  a  need  for  the  services  of  another  USEAC 
agency. 
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OPPORTUNITIES  TO  STRENGTHEN 
USEAC  OPERATIONS 


The  decision  by  Commerce  and  its  partner  agencies  to  co-locate 
staff  (rather  than  just  meet  the  minimum  requirements  of  the 
1992  Export  Enhancement  Act)  presented  an  opportunity  to 
substantially  improve  the  delivery  of  federal  export  promotion 
services.   On  the  basis  of  our  site  visits,  surveys,  and 
discussions  with  USEAC  staff,  customers,  and  nonfederal 
partners,  we  identified  certain  basic  interagency  mechanisms 
that,  if  established,  could  better  ensure  an  improved  delivery 
of  services . 

Intra-USEAC  Cooperation  and  Teamwork 

Despite  the  increased  cooperation  among  agency  staffs,  we 
found  during  our  interviews  with  USEAC  staff  that  they  did  not 
consistently  work  as  a  team.   For  example,  we  learned  that 
individuals  at  certain  USEACs  were  reluctant  to  recommend  the 
services  of  another  agency,  even  to  clients  who  expressed  a 
need,  because  they  were  unfamiliar  with  that  agency's 
performance  in  delivering  the  service. 

To  better  promote  teamwork,  USEAC  directors  told  us  they 
needed  authority  to  contribute  to  USEAC  staff  appraisals  with 
regard  to  intra-USEAC  teamwork.   To  do  this,  the  agencies 
would  need  to  include  on  their  appraisals  a  performance  factor 
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on  intra-USEAC  teamwork  and  develop  relevant  performance 
measures.   These  performance  measures  could  specify,  for 
instance,  the  number  of  referrals  among  USEAC  staffs  and, 
possibly,  how  often  such  referrals  led  to  export  promotion  or 
financing  services. 

Currently,  each  agency  appraises  its  own  staff.   The  appraisal 
forms  for  Commerce  and  SBA  staff  contain  at  least  one  factor 
directly  relating  to  intra-USEAC  teamwork.   Commerce  officials 
informed  us  that  the  agency  informally  permits  USEAC  directors 
{i.e.,  those  who  are  not  Commerce  employees)  to  contribute  to 
appraisals  of  Commerce  staff  with  regard  to  several  USEAC- 
related  factors.   SBA  officials  informed  us  that  the  agency 
has  formally  given  USEAC  directors  (i.e.,  those  who  are  not 
SBA  employees)  authority  to  contribute  to  appraisals  of  SBA 
staff  with  regard  to  one  USEAC-related  factor.   The  Eximbank 
has  this  issue  under  consideration  as  part  of  a  major 
restructuring  of  the  agency's  performance  appraisal  system. 

USEAC-wide  Client  Tracking  System 

To  further  improve  the  quality  of  services  to  customers,  USEAC 
directors  and  staff  acknowledged  their  need  for  a  USEAC-wide, 
computer-based  client  tracking  system.   With  such  a  system, 
USEAC  staff  would  be  able  to  readily  obtain  information  that 
another  agency  might  have  on  a  potential  client  or  determine 
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whether  it  has  already  received  services  from  another  USEAC 
agency.   We  believe  that  having  this  ability  would  help  ensure 
that  USEAC  staff  do  not  suggest  inappropriate  services  or  make 
duplicate  requests  for  information.   Such  a  system  could  also 
serve  as  a  source  for  identifying  potential  clients  to  pursue 
in  marketing  export  services. 

At  the  time  of  our  visits,  the  agencies  at  each  of  the  four 
USEACs  used  a  separate  client  tracking  system.   Commerce  staff 
used  the  agency's  "Commercial  Information  Management  System"-- 
a  worldwide  data  base  that  links  Commerce  headquarters,  its 
domestic  field  network,  and  overseas  offices.   Eximbank  staff 
used  an  off-the-shelf  computer  program  for  maintaining 
information  on  customers.   SBA  staff  used  mostly  paper  filing 
systems  but  sometimes  employed  the  Commerce  or  Eximbank  data 
bases . 

Commerce  had  offered  to  make  its  system  available  to  all  USEAC 
staff  but  staff  we  spoke  with  did  not  support  such  a  move. 
They  generally  characterized  the  Commerce  system  as  slow, 
cumbersome,  and  otherwise  not  able  to , meet  their  needs.   Some 
also  expressed  concern  that  placing  proprietary  business 
information  on  a  worldwide  data  base  could  compromise  its 
confidentiality.   Although  Commerce  staff  are  required  to  use 
this  system,  we  found  that  they  have  done  so  to  widely  varying 
degrees.   These  ranged  from  using  it  as  a  true  client  data 
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base,  with  detailed  information  on  each  customer  and  Commerce 
services  received,  to  using  it  as  nothing  other  than  a  list  of 
contacts . 

Commerce,  Eximbank,  and  SBA  officials  recently  told  us  that 
they  see  the  development  of  a  client  tracking  system  as  a  high 
priority  for  the  USEACs .   They  plan  to  install  at  all  the 
USEACs  an  off-the-shelf  client  tracking  system  that  is 
currently  under  development. 

USEAC  Financial  Accounting  and  Procurement  Systems 

Some  USEAC  directors  also  saw  the  need  for  (1)  adequate 
authority  over  USEAC  expenditures  and  (2)  a  USEAC-wide 
accounting  system  that  would  permit  USEACs  to  accurately 
identify  and  allocate  costs  and  better  manage  expenditures. 
With  regard  to  the  former,  our  review  indicated  that  USEAC 
directors  did  not  have  authority  to  make  routine  expenditures 
for  such  things  as  printing  marketing  brochures,  using 
temporary  employees  to  fill  in  for  staff  on  long-term  leave, 
or  buying  copiers  or  other  office  equipment.   USEAC  directors 
and  staff  told  us  that,  to  make  purchases,  they  currently  must 
use  Commerce's  procurement  approval  process.   They 
characterized  this  process  as  being  very  lengthy  and  time- 
consuming,  due  largely  to  paperwork  requirements  and  multiple 
layers  of  review.   USEAC  staff  told  us  that  they  saw 
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themselves  devoting  too  much  time  to  these  purchases,  which 
often  were  made  long  after  the  need  arose. 

With  regard  to  the  need  for  a  USEAC-wide  accounting  system, 
USEAC  directors  told  us  that  they  could  not  identify  the  costs 
associated  with  creating  and  maintaining  the  USEACs  and 
allocate  these  costs  among  the  three  participating  agencies. 
They  told  us  that,  if  they  had  an  adequate  system,  they  could 
also  better  assess  the  relative  cost-effectiveness  of  various 
tools  used  by  USEACs  to  reach  and  deliver  export  services  to 
U.S.  firms.   For  example,  USEAC  directors  may  use  a  variety  of 
ways  to  market  their  services,  including  mailings  to 
exporters,  participation  in  trade  events  and  export  shows, 
and/or  through  making  cold  telephone  calls  to  exporters. 
Knowing  the  relative  cost  of  these  activities,  as  well  as  the 
results,  would  help  in  determining  which  of  these  (either 
singly  or  in  combination)  is  most  cost-effective.   Currently 
the  USEACs  do  not  have  such  information. 

Further,  we  learned  that  under  memorandums  of  understanding 
negotiated  by  the  three  agencies.  Commerce's  International 
Trade  Administration  (ITA)  was  to  cover  all  USEAC-related 
expenditures,  allocate  them  among  the  participating  agencies, 
and  seek  reimbursement.   Eximbank  and  SBA  officials  told  us 
that  Commerce  had  been  unable  to  allocate  USEAC-related  costs 
among  the  three  agencies  and,  as  a  result,  had  not  provided 
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them  with  an  adequate  accounting  of  USEAC  costs.'   Instead, 
ITA  forwarded  invoices  for  "USEAC  expenses"  that  lacked 
detail.   Conunerce,  Eximbank,  and  SBA  officials  recently  told 
us  that  they  have  agreed  to  allocate  expenses  based  on  a 
formula  that  reflects  the  limited  capabilities  of  ITA's 
financial  accounting  system.   This  agreement  is  to  be 
reflected  in  a  revised  memorandum  of  understanding,  which  has 
not  yet  been  signed  by  all  USEAC  agencies. 

To  obtain  whatever  financial  data  might  be  available  on  the 
USEAC  network,  we  asked  the  three  agencies  to  compile 
information  on  their  USEAC-related  expenditures.   Commerce 
sought  to  get  the  information  requested  from  the  individual 
USEACs,  who  themselves  had  no  common  accounting  mechanism  to 
track  costs.   The  Eximbank  and  SBA  relied  on  centralized 
financial  management  systems  for  the  requested  information. 
The  data  Commerce  officials  provided  to  us  was  heavily 
qualified  and  could  not  be  reconciled  with  Eximbank  and  SBA 
data.   Therefore,  the  actual  cost  of  creating  and  maintaining 
the  USEAC  network  was  not  known. 


^Work  performed  by  Commerce's  Office  of  the  Inspector  General  and 
our  office  regarding  ITA's  overall  ability  to  manage  its  finances 
found  that  ITA  lacked  the  financial  management  system  needed  to 
accurately  account  for  its  expenditures.   See  Semiannual  Report  to 
the  Congress.  U.S.  Department  of  Commerce,  Office  of  the  Inspector 
General  (Washington,  D.C.:   U.S.  Government  Printing  Office,  Mar. 
31,  1994) .  Our  office  communicated  its  findings  to  Commerce  in  a 
letter  dated  August  11,  1995. 
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The  agencies  recently  told  us  that  they  are  currently  piloting 
a  separate  financial  management  system  for  the  USEACs .   They 
anticipate  that  this  system  will  provide  a  more  precise 
accounting  of  expenditures. 

RECOMMENDATIONS 

Based  on  our  review,  we  recommend  that  the  Secretary  of 
Commerce,  working  with  the  Chairman  of  the  Eximbank  and  the 

Administrator  of  SBA 

--  give  all  USEAC  directors  the  authority  to  contribute  to  the 
performance  appraisals  of  all  USEAC  staff  with  regard  to 
intra-USEAC  cooperation  and  teamwork  (including  development 
of  an  appropriate  performance  factor  for  staff  appraisals 
and  performance  measures), 

--  establish  a  USEAC-specif ic  customer  tracking  system  that 
contains  information  on  clients  and  services  provided  to 
them,  and 

--  set  up  an  accounting  system  that  accurately  tracks  the 

full  costs  of  creating  and  operating  the  USEAC  network  and, 
as  part  of  that  process,  incorporate  ways  to  give  USEAC 
directors  greater  authority  over  USEAC  expenditures. 
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Mr.  Chairman,  this  concludes  my  prepared  statement.   I  will  be 
happy  to  answer  any  questions  you  or  other  Members  of  the 
Subcommittee  may  have. 
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APPENDIX  APPENDIX 

SCOPE  AND  RESULTS  OF  U . S . EXPORT  ASSISTANCE  CENTER 
STAFF  AND  CUSTOMER  SURVEYS 


During  our  week-long  visits  to  each  of  the  four  pilot  USEACs 
(in  Baltimore,  Chicago,  Long  Beach,  and  Miami)  in  May-June 
1995,  we  administered  two  survey  instruments.   One  survey 
sought  the  views  of  USEAC  staff  and  focused  on  various 
operational  issues  such  as  cooperation  among  USEAC  agency 
staff  (as  well  as  with  nonfederal  partners)  and  the  quality  of 
services  delivered.   The  other  survey  sought  the  views  of 
USEAC  customers  and  focused  on  a  number  of  dimensions  of 
program  delivery  such  as  access  to  export  services,  USEAC 
staff  knowledge,  and  the  timeliness  and  usefulness  of  the 
USEAC  services  obtained. 

SURVEY  OF  USEAC  STAFF 

We  surveyed  and  interviewed  the  USEAC  directors  and  every 
member  of  the  staff  that  was  available  during  the  time  of  our 
visit.   Individuals  to  be  surveyed  were  determined  jointly  by 
the  USEAC  directors  and  our  staff.   The  surveys  were  completed 
anonymously.   In  all,  we  received  44  replies,  which 
represented  a  response  rate  of  about  85  percent.   Highlights 
of  our  survey  results  follow. 
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--  The  overwhelming  majority  of  USEAC  staff  believed  that  the 
establishment  of  the  USEAC  had  increased  cooperation  among 
the  USEAC  agencies  (82  percent  "to  a  great /very  great 
extent")  and  substantially  increased  customer  access  to 
federal  export  promotion  services  (80  percent).   With 
respect  to  other  factors,  USEAC  staff  believed  the  USEACs 
had  (1)  improved  the  quality  of  services  they  personally 
deliver  (63  percent),  (2)  increased  export-ready  customers' 
ability  to  export  (58  percent),  and  (3)  improved 
cooperation  with  nonfederal  partners  (50  percent). 

--  USEAC  staff  rated  their  USEACs  on  progress  toward 

integrating  operations  across  several  dimensions  using  a 
10-point  scale  (with  a  score  of  10  representing  complete 
integration) .   They  gave  referrals  an  average  integration 
score  of  7.0  (out  of  a  possible  10) .   Other  dimensions  were 
given  a  lower  score,  such  as  administrative  resources  (an 
average  score  of  4.5)  and  customer  tracking  systems  (an 
average  score  of  4.2). 

--  Overall,  USEAC  staff  gave  high  satisfaction  ratings  (e.g., 
"very"  or  "somewhat"  satisfied)  for  various  factors, 
including  responsiveness  of  agencies  to  each  others ' 
referrals  (97  percent),  accessibility  of  other  USEAC 
agencies  (93  percent) ,  and  quality  of  referrals  from  other 
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USEAC  agencies  (85  percent).   The  officials  were  less 
satisfied  with  such  factors  as  information-sharing  with 
nonfederal  partners  (66  percent),  the  relationship  between 
USEAC  agency  officials  and  the  agency  officials  at  local 
regional  offices  (56  percent),  and  the  recognition  they 
received  for  their  efforts  at  promoting  the  USEACs  (37 
percent) . 

SURVEY  OF  USEAC  CUSTOMERS 

In  surveying  the  USEAC  customers,  we  asked  the  USEAC  directors 
to  identify  their  60  "best  customers"  (15  from  each  USEAC)  who 
had  received  services  from  more  than  one  USEAC  agency.   We 
surveyed  all  15  clients  at  each  USEAC  and  selected  5  clients 
to  interview,  based  largely  on  availability  and  proximity  to 
the  USEAC.   We  received  40  survey  responses  (13  customers  of 
the  Baltimore  USEAC,  11  from  Chicago,  8  from  Long  Beach,  and  8 
from  Miami)  for  a  response  rate  of  67  percent.   Of  the  40 
survey  respondents,  12  indicated  that  they  had  not  received  a 
service  from  a  second  USEAC  agency.^   Highlights  of  our  survey 
results  follow. 


^Our  interviews  discovered  that  several  of  the  12  customers  who 
recalled  receiving  services  from  only  one  USEAC  agency,  in  fact, 
had  limited  contact  with  another  USEAC  agency.   However,  because  of 
the  brevity  of  that  contact,  customers  did  not  believe  they  had 
received  a  service  from  the  second  agency. 
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--  The  customers  who  replied  to  our  survey  expressed  high 
levels  of  satisfaction  with  the  individual  agencies  from 
which  they  had  received  services.   For  example,  83  to  93 
percent  of  the  respondents  were  satisfied  or  very  satisfied 
with  the  timeliness,  staff  knowledge,  and  usefulness  of  the 
services  provided  by  the  first  USEAC  agency.   Of  the  2  8 
customers  who  acknowledged  receiving  services  from  a  second 
USEAC  agency,  17  received  services  from  the  second  agency 
as  a  result  of  the  USEAC  contact,  and  12  of  these  stated 
that  they  had  received  useful  services  from  more  than  one 
government  agency. 

--  Customers  gave  the  USEAC  agencies  high  marks  (92  percent 
generally  high  to  very  high)  for  projecting  a  business 
im.age  and  for  providing  follow-up.   The  USEAC  agencies  did 
not  receive  as  high  a  mark  for  promoting  their  services  (75 
percent) . 

--  Customer  responses  regarding  USEAC  agency  referrals  to 

another  USEAC  agency  showed  that  referrals  were  not  always 
made  when  services  were  desired.   Of  those  customers  who 
acknowledged  receiving  services  from  more  than  one  USEAC 
agency,  about  40  percent  said  that  they  had  learned  about 
the  second  agency  themselves  or  through  a  non-USEAC  source 
and  had  initiated  the  contact. 
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Ordering  Information 

The  first  copy  of  each  GAO  report  and  testimony  is  free. 
Additional  copies  are  $2  each.  Orders  should  be  sent  to  the 
following  address,  accompanied  by  a  check  or  money  order 
made  out  to  the  Superintendent  of  Dociunents,  when 
necessary.  VISA  and  MasterCard  credit  cards  are  accepted,  also. 
Orders  for  100  or  more  copies  to  be  mailed  to  a  single  address 
are  discounted  25  percent. 

Orders  by  mail: 

U.S.  General  Accounting  Office 

P.O.  Box  6016 

Gaithersburg,  MD  20884-6016 

or  visit: 

Room  1100 

700  4th  St.  NW  (comer  of  4th  and  G  Sts.  NW) 
U.S.  General  Accounting  Office 
Washington,  DC 

Orders  may  also  be  placed  by  calling  (202)  612-6000 

or  by  using  fax  number  (301)  268-4066,  or  TDD  (301)  413-0006. 

Each  day,  GAO  issues  a  list  of  newly  available  reports  and 
testimony.  To  receive  facsimile  copies  of  the  daily  list  or  any 
list  from  the  past  30  days,  please  call  (202)  512-6000  using  a 
touchtone  phone.  A  recorded  menu  will  provide  information  on 
how  to  obtain  these  lists. 

For  information  on  how  to  access  GAO  reports  on  the  INTERNET, 
send  an  e-mail  message  with  "info"  in  the  body  to: 

info@www.gao.gov 
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Mr.  Chairman,  my  name  is  Mary  Joyce.   I  am  the  U.S.  Small 
Business  Administration's  (SBA)  Senior  Trade  and  Finance 
Specialist  at  the  Chicago  U.S.  Export  Assistance  Center  (USEAC) . 
Thank  you  for  inviting  me  today  to  describe  SBA's  role  in 
providing  trade  assistance  to  the  small  business  community 
through  the  U.S.  Export  Assistance  Centers. 

SBA's  Role  in  the  U.S.  Export  Assistance  Centers 

SBA  is  a  full  partner  in  the  U.S.  Export  Assistance  Centers 
and  is  meeting  its  commitment  to  the  initiative  by  placing  full- 
time  representatives  at  all  15  "Hub"  USEACs  nationwide.   All 
USEACs  have  regional  responsibilities.   For  example,  in  Chicago, 
where  SBA  has  been  a  participant  since  January  1994,  SBA  staff 
serve  small  businesses  from  Illinois,  Indiana,  Minnesota  and 
Wisconsin.   SBA  works  with  the  U.S.  and  Foreign  Commercial 
Service  (Commercial  Service)  of  the  Department  of  Commerce  and 
the  U.S.  Export-Import  Bank  (Ex-Im  Bank)  to  offer  a  full  array  of 
services  to  small  business  exporters.   SBA  works  closely  with 
these  agencies  to  help  small  businesses  identify  markets  abroad 
and  obtain  the  trade  financing  they  need  to  ensure  that  their 
export  sales  are  completed. 

The  success  of  SBA  and  its  partners  at  the  USEAC  is  possible 
because  of  our  ability  to  provide  joint  counseling  and  financing 
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to  our  customers.   Staff  members  from  SBA,  the  Commercial  Service 
and  Ex-Im  Bank  work  closely  to  provide  U.S.  companies  with  export 
marketing  and  trade  finance/credit  insurance  assistance  from  a 
convenient  "one-stop"  location.   The  USEAC  staff  understands  that 
exporting  is  a  process  that  includes  identifying  potential 
markets,  obtaining  information  on  how  to  do  business  in  target 
markets,  identifying  promotional  events  that  provide  best  market 
opportunities,  identifying  agents  and  distributors  and  obtaining 
export  financing. 

The  entire  USEAC  staff  is  cross-trained  in  each  of  the  three 
agencies'  programs,  enabling  us  to  offer  a  broad  range  of  Federal 
export  promotion  and  finance  services.   Depending  on  the  needs  of 
the  business,  USEAC  staff  can  provide  joint  counseling  either  in 
the  USEAC  offices  or  at  the  business  site.   As  a  result,  the 
USEAC  is  able  to  serve  the  customer  more  efficiently  with 
"seamless"  delivery  of  export  finance  and  marketing  services. 

As  with  most  of  the  USEACs,  an  important  partner  in  SBA's 
efforts  to  help  small  businesses  export  are  Small  Business 
Development  Centers,  particularly  those  with  international 
centers.   In  Illinois,  we  have  five  International  Trade  Centers 
(ITC)  that  are  part  of  the  Small  Business  Development  Center 
network  throughout  the  state  that  support  us  by  providing  one-on- 
one  counseling  and  technical  assistance  to  businesses  that  are 
potential  or  current  exporters.   We  have  worked  extensively  with 
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the  ITCs,  as  well  as  the  small  business  and  banking  communities, 
to  make  them  aware  of  SBA's  Export  Working  Capital  loan  guarantee 
program,  which  is  SBA's  primary  financing  tool  in  the  USEACs. 
Because  the  ITCs  are  located  throughout  the  state,  they  often  are 
the  first  place  a  small  business  visits  to  obtain  export 
assistance.   The  ITCs  can  then  determine  whether  the  business 
needs  the  more  extensive  Federal  financial  and  technical 
assistance  that  the  USEAC  offer. 

SBA  Meets  the  Needs  of  U.S.  Small  Business  Exporters  Through  the 
Export  Working  Capital  Program 

Study  after  study  has  shown  that  the  single  greatest 
obstacle  for  small  business  exporters  is  their  inability  to 
obtain  financing.   At  the  USEAC,  SBA  and  Ex-Im  Bank  are  working 
hard  to  coordinate  and  integrate  their  efforts  to  deliver  federal 
export  finance  assistance.   In  October  1994,  SBA  initiated  the 
Export  Working  Capital  program.   Under  this  program,  which  was 
harmonized  with  the  working  capital  program  offered  by  Ex-Im 
Bank,  SBA  guarantees  repayment  to  banks  who  finance  export 
transactions  less  than  $750,000.   As  part  of  the  harmonization 
agreement,  Ex-Im  Bank  guarantees  loans  over  $750,000. 

I  would  like  to  take  this  opportunity  to  thank  you.  Chairman 
Manzullo,  as  well  as  the  full  committee,  for  the  recent  support 
you  showed  by  amending  SBA'  s  authorization  bill,  H.R.  3719,  to 
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restore  the  90%  guarantee  percentage.   Restoring  the  90  percent 
guarantee  implements  a  recommendation  of  the  1995  White  House 
Conference  on  Small  Business  and  ensures  that  small  business 
exporters  enjoy  the  same  advantages  as  their  large  business 
counterparts . 

The  hallmark  of  SBA'  s  service  is  its  local  presence.   At  the 
USEAC,  SBA  personnel  work  one-on-one  with  small  businesses  to 
1)  help  them  properly  structure  their  export  sales  so  they  get 
paid,  and  2)  if  necessary,  compile  the  kind  of  information  they 
need  to  apply  for  bank  financing.   Unlike  other  SBA  programs 
where  the  financial  institution  prepares  and  negotiates  credit 
packages,  a  key  function  of  the  SBA  staff  in  the  USEAC  is  to 
prepare  and  negotiate  export  loan  requests.   Our  services  also 
include  assisting  small  businesses  to  find  lenders  willing  to 
finance  their  international  transactions.   In  some  cases,  we 
offer  the  small  business  a  "Preliminary  Commitment"  (PC) ,  which 
is  a  written  commitment  from  SBA  for  an  Export  Working  Capital 
guarantee.    PCs  help  exporters  find  lenders  willing  to  finance 
their  transactions  by  indicating  "up  front"  that  a  loan  meets 
SBA's  lending  criteria.   Without  this  intensive,  one-on-one 
assistance,  many  smaller,  inexperienced  exporters  would  find  it 
difficult,  if  not  impossible,  to  arrange  financing  for  their 
export  sales. 
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We  also  work  closely  with  banks  to  make  sure  they  understand 
the  EWCP  program  and  train  them  on  how  we  structure  export  deals. 
Nationwide,  SBA  conducted  250  lender  training  seminars  on  federal 
export  working  capital  programs.   Properly  structuring  deals  can 
be  key  to  the  willingness  and  ability  of  a  lender  to  participate 
in  a  loan.   We  facilitate  the  loan  approval  process  by  meeting 
with  the  banker  and  exporter  and  suggesting  the  most  appropriate 
method  of  payment,  for  example,  by  using  letters  of  credit  to 
ensure  payment.   We  also  help  bankers  assess  country  risk  to 
determine  the  appropriate  method  of  payment. 

In  most  cases,  the  loan  approval  process  is  quick  and  easy. 
SBA  has  made  a  commitment  to  process  EWCP  loans  within  10 
business  days.   Because  the  USEACs  have  the  legal,  clerical  and 
other  support  from  our  SBA  district  offices,  we  often  do  better 
than  that. 

Recent  Examples  of  Successful  Joint  Activities 

1.    TEK  PAK,  INC.  —  Batavia,  Illinois 

Tek  Pak  has  been  a  customer  of  SBA's  since  1994,  the  year  it 
received  a  -regular  business  loan  and  two  EWCP  loans  from  the 
SBA.   Tek  Pak,  founded  in  1992,  manufactures  precision 
carrier  tape  used  in  the  electronics  industry  to  manufacture 
circuit  boards.   The  company's  sales  have  increased  from 
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$500  thousand  in  1994  to  $1.8  million  at  the  end  of  1995. 
The  company  projects  sales  of  $4  million  in  1996. 

Tek  Pak  indicated  it  was  interested  in  expanding  its  markets 
to  Taiwan  and  other  Asian  and  European  countries.   The  SBA 
referred  Tek  Pak  to  the  Commercial  Service,  which  provided 
the  firm  with  marketing  information  and  assistance  with 
Commerce's  agent/distributor  locator  service. 

2.    CITLAND  INTERNATIONAL,  L.L.C.  —  Atlanta,  Georgia 

Citland  International  is  a  wholesaler  of  mining  equipment 
and  other  industrial  machinery  and  equipment.   This  company 
also  acts  as  an  exclusive  distributor  for  several  companies 
Including  Sears  Craftsman  tools,  Victaulic  International, 
Certain  Teed  Corporation,  Advanced  Drainage  System,  and 
Gould'  s  Pumps.   Citland  has  been  in  business  since  October, 
1989,  and  has  grown  to  employ  four  people  in  the  United 
States. 

When  the  company  first  came  to  the  Atlanta  USEAC,  it  was 
restricted  in  its  ability  to  grow  with  in-house  financing 
only  and  needed  working  capital  to  increase  sales  and  the 
size  of  its  contracts.   Citland  International's  lender 
suggested  SBA'  s  Export  Working  Capital  Program  (EWCP) . 
Trevor  King,  president  of  the  company  states,  "The  working 
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capital  guarantee  has  worked  extremely  well  and  has  allowed 
us  to  concentrate  on  sales  without  devoting  our  time  to 
pursuing  funding  on  each  contract." 

The  company  now  has  a  $750,000  EWCP  guaranteed  loan. 
Exports  account  for  100  percent  of  the  company'  s  sales,  and 
the  dollar  value  of  those  sales  has  exceeded  $2.2  million  in 
1995  and  is  projected  to  surpass  $3  million  this  year.   Mr, 
King  says,  "A  lot  more  companies  need  to  be  aware  of  this 
program  as  it  is  very  efficient,  came  together  fast,  and 
allows  you  to  go  into  the  market  knowing  the  financing  is 
there  to  complete  a  deal." 

After  Citland  acquired  the  financing  it  needed  for  its 
export  transactions,  SBA  referred  it  to  the  Commercial 
Service  staff  at  the  USEAC  for  marketing  assistance.   The 
Commercial  Service  worked  with  the  company  to  help  it  expand 
its  markets  beyond  West  Africa.   As  a  result  of  this 
collaborative  USEAC  effort,  in  addition  to  West  Africa, 
Citland  is  now  exporting  to  Peru,  Bolivia  and  Mexico. 

3.    PULSE  INSTRUMENTS  —  Torrance,  California 

Pulse  Instruments  is  a  woman-owned  22  year-old  firm  that 
employs  24  people.   Pulse  manufactures  electronic  test 
equipment  for  the  electro-optics  industry.   Before  the 
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recent  defense  cutbacks,  Pulse  employed  over  40  Calif ornians 
and  focused  its  sales  on  defense-related  products.   The 
company  also  experienced  the  foreclosure  of  its  bank  by  the 
FDIC  in  1994.   As  a  result,  when  the  company  came  to  the 
Long  Beach  USEAC  for  assistance,  it  was  refocusing  its 
strategy  towards  commercial  projects  and  likewise  looking  to 
house  their  financial  accounts  with  a  new  bank. 

Last  year  the  company  generated  $1.85  million  worth  of 
export  business  (total  sales  hovered  around  $3.0  million). 
This  year  the  company  is  looking  at  increasing  its  export 
sales  to  $2.5  million.   Because  of  its  history  and  export 
growth.  Pulse  was  named  this  year'  s  Exporter  of  the  Year  by 
the  state  of  California  and  the  SBA  Los  Angeles  District 
Office. 

The  California  Export  Finance  Office  (CEFO)  financed  two  of 
Pulse'  s  transactions  —  one  to  China  and  one  to  Saudi 
Arabia.   However,  recent  underwriting  changes  at  CEFO 
prevented  them  from  continuing  to  meet  the  company's  finance 
needs.   As  a  partner  of  CEFO,  SBA  was  able  to  step  in  and 
approve  a  loan  guarantee  to  Pulse  Instruments  for  $250,000 
enabling  it  to  continue  and  expand  its  export  operations. 
The  company  also  has  been  assisted  in  expanding  its  markets 
by  the  Commercial  Service  at  the  Long  Beach  USEAC. 
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Mr.  Chairman,  these  examples  demonstrate  that  the  United 
States  Export  Assistance  Centers  provide  a  unique  opportunity  for 
the  SBA,  the  Commercial  Service  and  Ex-Im  Bank  to  offer  the  full 
range  of  services  small  business  exporters  need  to  succeed  in  the 
international  marketplace. 

Thank  you  for  allowing  me  the  opportunity  to  testify  today. 
I  would  be  pleased  to  answer  your  questions. 
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July  25,  1996 
Mr.  Chairman,  and  Members  of  the  Subcommittee: 

I  am  James  Morris,  the  Regional  Director  of  the  Southeast  Office  for  the  Export-Import 
Bank  of  the  United  States  (Ex-Im  Bank).  Thank  you  for  the  opportunity  to  discuss  what  Ex-Im 
Bank  is  doing  to  enhance  the  effectiveness  of  the  U.S.  Export  Assistance  Centers  (USEACs)  and 
to  respond  to  criticisms  made  in  the  Inspector  General's  and  General  Accounting  Office's 
Reports. 

At  the  outset  let  me  state,  in  an  era  of  declining  budgets  Ex-Im  Bank  is  doing  everything 
in  its  power  to  stretch  our  limited  resources  to  enhance  the  institution's  overall  effectiveness  to 
U.S.  exporters  both  small  and  large.  Nowhere  else  can  this  be  more  evident  than  in  our  efforts  to 
support  small  business. 
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Over  the  last  eight  years,  U.S.  exports  have  contributed  to  over  one-third  of  U.S. 
economic  growth,  with  over  seven  milHon  jobs  being  related  to  exports  and  millions  more 
dependent  upon  the  overall  economic  activity  generated  by  export  trade.  In  fact,  in  1995  alone, 
U.S.  exports  of  goods  and  services  supported  an  estimated  1 1  million  domestic  jobs.  Thus,  U.S. 
exports  are  playing  a  crucial  role  in  driving  our  economy. 

Ex-Im  Bank's  mission  is  to  finance  U.S.  exports  when  the  private  sector  cannot  or  will 
not  provide  the  necessary  financing,  or  to  meet  subsidized  financing  fi-om  foreign  governments. 
We  take  risks  the  commercial  sector  will  not  assume  —  primarily  in  the  big  emerging  markets  in 
the  developing  world.  We  provide  leadership  and  guidance  in  export  financing  to  the  U.S. 
exporting  and  banking  communities  and  to  foreign  borrowers.  Finally,  we  actively  assist  small 
and  medium-sized  businesses  increase  their  exports.  Exports  means  jobs,  higher-paying  jobs  and 
a  better  standard  of  living. 

Small  businesses  are  the  largest  segment  of  the  U.S.  employment  base.  Despite  this,  the 
majority  of  U.S.  exports  still  come  from  larger  companies.    To  tap  the  growth  potential  of 
small  business  exports,  we  have  strengthened  our  commitment  to  small  business  by  improving 
and  enhancing  our  small  business  programs  and  by  reaching  out  through  every  possible  delivery 
mechanism  such  as  the  USEACs  and  our  City/State  partners. 

It  should  be  remembered  that  the  USEACs  were  created  in  record  time.  While  we  realize 
that  we  have  achieved  much,  we  are  always  looking  for  opportunities  to  further  improve  the 
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system.  In  that  regard,  we  view  suggestions  from  GAO  and  Commerce's  Inspector  General  as 
we  would  those  from  any  good  management  consulting  firm—we  embrace  their  helpful 
suggestions  and  recommendations. 

Some  of  the  suggestions  GAO  and  Commerce's  Inspector  General  made  reflect  early 
start-up  difficulties  and  these  have  already  been  corrected  or  are  in  the  process  of  being 
corrected. 

As  in  the  case  in  all  Ex-Im  Bank's  operations,  we  look  forward  to  benefitting  from  any 
new  recommendations  or  suggestions  you  may  have  including  GAO's  propos2d. 

Before  commenting  fiuther  on  the  specific  subject  of  this  hearing—  our  participation  in 
the  USEAC  effort  ~  I  would  like  to  elaborate  on  Ex-Im  Bank's  achievements  in  the  area  of  small 
business. 

Small  Business 

One  of  the  toughest  obstacles  a  small  business  exporter  can  face  is  finding  fmancing  for 
their  product.  In  an  effort  to  assist  in  overcoming  this  difficulty,  Ex-Im  Bank  has  made  a  strong 
commitment  to  help  small  and  medium-sized  exporters  in  the  international  marketplace.  This 
resulted  in  many  improvements  and  enhancements  to  the  Bank's  small  business  programs,  as 
well  as  improvements  in  our  program  delivery  system.  While  all  of  Ex-Im  Bank's  programs  are 
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open  to  small  businesses,  the  Working  Capital  Guarantee  and  Insurance  prograiiis  are  the 
programs  most  frequently  used  by  small  business  exporters  since  they  are  ones  that  have  been 
specifically  geared  to  meet  U.S.  small  business  exporter  needs. 

Ex-Im  Bank's  Working  Capital  Guarantee  Program  was  specifically  created  to  assist  in 
pre-export  financing.  Working  capital  is  critical  for  a  small  business  to  finance  the  purchase  of 
inventory  and  raw  materials,  manufacturing  and  marketing  needed  to  enter  or  expand  the 
marketing  of  their  products  overseas.     Under  the  program,  Ex-Im  Bank  provides  a  guarantee  of 
90%  of  the  principal  and  interest  on  loans  fi-om  acceptable  commercial  institutions  to  eligible 
U.S.  exporters.    This  fmancing  can  be  used  to  support  a  specific  transaction  or  a  revolving  line 
of  credit. 

At  the  same  time,  our  insurance  program  provides  small  exporters  with  protection  against 
the  failure  of  foreign  buyers  to  pay  their  credit  obligations  for  either  commercial  or  political 
reasons,  affords  them  greater  ability  to  offer  foreign  buyers  competitive  terms  of  payment,  and 
lastly,  gives  small  exporters  greater  borrowing  flexibility. 

As  a  result  of  Ex-Im  Bank's  continued  commitment  to  small  business,  we  have  made  a 
record  number  of  authorizations  in  support  of  small  business  transactions  over  the  last  several 
years. 
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In  FY'95,  Ex-Im  Bank  approved  1,910  transactions  for  $2.5  billion  involving  small 
businesses,  a  21  percent  increase  over  FY'94.  These  small  business  authorizations  accounted  for 
almost  80  percent  of  all  Ex-Im  Bank's  volume  of  transactions  and  almost  20%  of  the  dollar 
volume  of  its  financings.     Of  these  small  business  authorizations,  Ex-Im  Bank's  Working 
Capital  Guarantee  authorizations  skyrocketed  70%  to  $306  million  and  the  number  of  insurance 
transactions,  of  which  more  than  80  percent  are  for  small  businesses,  rose  17%. 

But,  despite  this  record  support,  we  are  continuing  to  press  forward  to  optimize  our 
support  for  small  business.  In  fact,  in  just  the  last  nine  months  of  this  fiscal  year,  we  have 
approved  $230  million  in  financing  under  our  Working  Capital  Guarantee  Program,  which  was 
up  27  percent  from  $  1 82  million  for  the  same  period  a  year  ago.    Moreover,  we  have  every 
expectation  that  authorizations  in  FY'96  could  reach  $360  million. 

The  majority  of  this  increased  activity  in  FY'96  is  attributed  to  delegated  authority,  a 
program  for  qualified  banks  around  the  country  to  pre-approve  Ex-Im  Bank  guarantees  for 
qualifying  customers.  Financings  through  Delegated  Authority  Lenders  totalled  $123  million, 
accounting  for  more  than  half  of  all  Working  Capital  Guarantee  financing.  In  addition,  it  was  an 
153%  increase  over  the  $47  million  Ex-Im  Bank  did  a  year  earlier. 

This  increased  utilization  is  not  only  the  result  of  improvements  and  enhancements  to 
our  small  business  programs;  but  there  have  also  been  increased  efforts  to  expand  our  delivery 
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system  through  the  U.S.  Export  Assistance  Centers  or  "one-stop  shops"  that  integrate  the 
representatives  and  assistance  of  U.S.  &  F.C.S.,  SBA  and  Ex-Im  Bank  as  well  as  our  City/State 
partners  that  bring  Ex-Im  Bank  financing  to  small  and  medium-sized  companies  through 
partnerships  with  state  and  local  organizations. 

USEACS  Network 

Ex-Im  Bank  firmly  supports  this  Administration's  National  Export  Strategy  and  the  U.S. 
Export  Assistance  Centers  (USEACS)  since  trade  finance  is  a  critical  missing  element  to  many 
small  businesses.  These  centers  provide  the  Bank  with  another  delivery  mechanism  for  our 
programs. 

However,  it  is  important  to  note  that  when  GAO  made  the  original  proposal  to  establish 
"one-stop  shops"  Ex-Im  Bank  had  no  field  offices  and  the  original  proposal  did  not  envision  Ex- 
Im  Bank's  presence  in  the  one-stop  shops.  The  one-stop  shops  were  to  be  formed  out  of  existing 
staff  fi-om  the  field  offices  staff  of  the  Department  of  Commerce  (DOC)  and  the  Small  Business 
Administration  (SBA).    DOC  persoimel  were  to  provide  the  technical  assistance  in  exporting 
and  the  SBA  field  offices  were  to  be  fully  trained  in  Ex-Im  Bank's  finance  program  so  that  they 
could  provide  assistance  in  our  financing  programs  as  well  as  SBA's  Export  Working  Capital 
Guarantee  Program.  It  was  not  until  Ex-Im  Bank  made  the  decision  to  bring  in  the  Foreign 
Credit  Insurance  Agency  (FCIA)  field  offices  that  Ex-Im  Bank  inherited  a  small  field  office 
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structure.  It  is  with  the  commitment  of  the  resources  of  this  small  field  structure  that  Ex-Im 
Bank  was  able  to  commit  a  ftill-time  presence  in  four  of  the  USEACs.  In  the  interest  of  making 
efficient  use  of  taxpayer  resources,  Ex-Im  Bank  continues  to  believe  that  the  most  efficient  way 
to  represent  Ex-Im  Bank's  programs  in  the  other  USEACs  is  not  to  duplicate  a  large  field 
structure  that  is  already  in  existence  in  the  other  agencies;  but,  to  make  enhanced  use  of  DOC 
trade  representatives,  SBA's  loan  officers  and  Ex-Im  Bank's  City/State  partners. 

Under  the  Pilot  program,  Ex-Im  Bank  co-located  staff  in  two  of  the  original  four  sites. 
They  were  Miami  and  Chicago.  The  other  two  original  sites  were  Baltimore  and  Long  Beach. 
In  Baltimore,  we  utilized  our  City/State  partner  as  a  delivery  mechanism  and  in  Long  Beach  we 
utilized  staff  fi-om  our  former  El  Segundo,  California  office. 

Under  the  pilot  program,  site  director  responsibilities  were  spread  among  the  three 
participating  agencies.    DOC  took  Baltimore  and  Miami,  Ex-Im  Bank  took  Chicago  and  SBA 
took  Long  Beach.  Ex-Im  Bank  co-located  staff  in  the  Miami  and  Chicago  USEACs  when  they 
opened,  and  our  City/State  partner  covered  Baltimore  with  help  fi-om  our  New  York  Office.  For 
the  Long  Beach  USEAC  site,  Ex-Im  Bank  sent  staff  fi-om  our  Los  Angeles,  California  office  to 
Long  Beach  several  days  a  week  and  in  August,  when  our  lease  expired  in  our  former  LA  offices 
in  El  Segimdo,  we  moved  our  staff  into  the  Long  Beach  USEAC. 

Since  the  Pilot  program  was  such  a  success.  Phase  I  of  the  program  was  undertaken.  This 
involved  expanding  the  USEAC  program  to  another  eleven  locations.  These  were:  Atlanta, 
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Boston,  Cleveland,  Dallas,  Denver,  Detroit,  New  Orleans,  New  York  City,  Philadelphia,  Seattle, 
and  St.  Louis.  All  of  these  sites  were  opened  in  calendar  1995,  except  Detroit  which  will  be 
opening  today. 

In  Phase  I,  ten  of  the  eleven  USEAC  locations  are  covered  by  one  of  our  City/State 
partners,  who  are  fully  trained  in  the  Bank's  programs.     In  fact,  our  City/State  applicants  are 
required  to  have  full-time  professionals  trained  in  our  programs,  and  present  an  acceptable 
annual  budget  and  marketing  plan  that  evidences  their  commitment  to  trade  finance.    The  only 
exception  was  Denver.  When  the  Denver  USEAC  office  opened,  we  sent  in  our  staff  do  a  needs 
assessment.    At  that  time,  we  decided  that  we  could  cover  the  office  with  regular  visits,  and  ad 
hoc  visits  if  the  customer  needed  a  visit  before  the  next  regularly  scheduled  visit  and  phone/fax 
support  as  needed.  We  have  been  fortunate  to  have  an  excellent  SBA  officer  on  site,  who  has 
made  it  his  business  to  learn  a  good  deal  about  our  programs  to  support  his  customers. 
Therefore,  we  are  currently  handling  the  Denver  USEAC  with  our  California  staff  visiting  on  a 
regular  basis.  In  the  meantime,  we  are  working  on  getting  a  City/State  participant  in  Colorado. 
Therefore,  all  but  one  of  the  first  15  USEACs  either  have  a  fiill-time  Ex-Im  Bank  presence  or  a 
qualified  City/State  participant  providing  support. 

Under  the  current  USEAC  expansion  plan  (Phase  II),  two  more  Regional  USEACs  have 
been  annoimced  and  additional  sites  are  expected.    These  are  Charlotte,  North  Carolina  and  San 
Jose,  California.    Ex-Im  Bank  has  City/State  partners  to  cover  San  Jose,  California.  We  are 
presently  working  on  getting  new  City /State  participants  for  Charlotte,  North  Carolina.  If  we  are 
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unable  to  get  them  at  present,  we  will  handle  them  the  same  way  we  did  Denver,  namely  sending 
Ex-Im  Bank  staff  in  for  the  first  few  weeks  to  perform  a  needs  assessment  and  then  agree  with 
the  USEAC  staff  on  a  reasonable  schedule  of  regular  visits.  The  two  site  directors  will  be  from 
the  Department  of  Commerce. 

During  FY'95,  Ex-Im  Bank  has  authorized  support  for  over  $284  million  of  City/State 
transactions.  Most  of  these  transactions  involved  the  Working  Capital  Guarantee  and  insurance 
programs;  however,  some  involved  medium-term  business.  Although  the  top  five  City/State 
partners  provided  about  $185  million,  aknost  all  of  the  other  22  partners  did  something.  We 
have  found  that  the  main  activity  determinant  is  whether  or  not  the  entities  have  a  clear  export 
focus  rather  than  a  foreign  investment  focus. 

I  would  now  like  to  give  you  some  specific  examples  of  positive  results  fi-om  our 
USEAC's  cooperative  effort.  SBA  and  Ex-Im  Bank  personnel  from  the  New  York  USEAC  paid 
a  joint  visit  to  Medical  Systems  Inc.  of  Greenvale,  New  York,  which  refiirbishes  medical 
equipment  and  sells  it  overseas  to  third  world  countries.  As  a  result ,  Medical  Systems  Inc. 
obtained  a  $400,000  SBA  working  capital  guarantee  with  Ex-Im  Bank  export  credit  insurance 
which  enabled  the  company  to  do  an  additional  $800,000  to  $1,000,000  worth  of  export  orders. 

Univac  Corporation  of  Garden  City,  New  York  is  another  company  which  benefitted 
fi-om  this  interagency  cooperation.  Univac  Corporation  is  a  small  start  up  medical  supply 
manufacturer  that  was  introduced  to  Ex-Im  Bank  by  the  USEAC  regional  personnel  of  a  District 
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Export  Assistance  Center  in  Long  Island.  This  company  manufactures  disposable  syringes  that 
are  to  be  marketed  in  third  world  countries.  Financing  was  not  the  only  help  the  U.S. 
Government  provided,  marketing  assistance  was  provided  as  well.  DOC  personnel  spent  a  great 
deal  of  time  with  the  owners  of  the  company  marketing  the  product  at  the  United  Nations  and  its 
relief  agencies.  After  a  market  was  developed  for  the  product,  Ex-Im  Bank  approved  a  $900,000 
working  capital  guarantee  following  meetings  with  banks  and  the  exporter.  This  allowed  the 
company  to  respond  to  over  $2,500,000  worth  of  pending  export  orders. 

Mid-America  Engineers  of  Chicago,  Illinois  received  assistance  from  both  the  DOC  and 
Ex-Im  Bank  from  the  Chicago  USEAC  office.  DOC  provided  marketing  information  to  Mid- 
America  on  their  foreign  turnkey  oil  plant  systems  and  Ex-Im  Bank  financed  a  $1,000,000 
working  capital  guarantee  to  support  the  company's  performance  guarantee  requirements.  This 
joint  effort  resulted  in  new  export  contracts  for  Mid-America  in  China,  India  and  Argentina.  The 
new  export  business  will  enable  the  company  to  double  its  sales  in  1 996. 

ATM  America  of  Morton  Grove,  Illinois  is  another  company  that  was  assisted  by  our 
Chicago  USEAC.  ATM  is  a  small  manufacturer  of  cleaning  components  that  first  established 
contact  with  the  SB  A  office  in  January  1996.  Since  that  initial  meeting,  ATM  has  received 
assistance  from  all  three  agencies  of  the  USEAC.  SEA  is  providing  them  with  a  $250,000 
working  capital  guarantee,  Ex-Im  Bank  has  approved  a  Small  Business  Export  Credit  Insurance 
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Policy  for  the  company  and  the  DOC  is  working  on  an  agent/distributor  study  for  the  emerging 
markets  of  the  Middle  East  and  Latin  America. 

In  addition,  Ex-Im  Bank  is  also  participating  in  Seminars  and  Conferences  organized  by 
the  USEACs.  In  April,  May,  and  June,  export  finance  seminars  for  small  businesses  and  lenders 
were  done  in  Minneapolis,  Minnesota;  Milwaukee,  Wisconsin;  and  Chicago,  Illinois  with  the 
SBA  of  Chicago  and  the  DOC  of  the  respective  cities.  Also,  in  April,  Ex-Im  Bank  participated 
in  a  conference  planned  and  sponsored  by  the  Chicago  USEAC  on  the  big  emerging  markets. 

Although,  Ex-Im  Bank  had  responsibility  for  the  Chicago  USEAC  director  site,  DOC  will 
be  assuming  the  responsibility  for  that  office  since  our  director's  recent  departure.  This  means 
that  the  Long  Beach,  California  USEAC  office  will  be  the  only  site  without  a  DOC  employee  at 
the  head. 

To  date,  we  have  had  no  complaints  regarding  the  operations  of  USEACs  and  we  believe 
that  through  these  two  delivery  mechanisms  we  can  handle  demand.    Ex-lm  Bank  believes  that 
as  a  result  of  closer  cooperation  by  more  integration  of  the  agencies,  this  network  will  reach  its 
expected  and  full  potential. 

Finally,  Ex-Im  Bank  recently  made  changes  to  our  City/State  program  that  compensate 
our  City/State  participants  for  their  assistance  to  exporters  utilizing  our  programs.  This 
compensation  will  provide  anywhere  from  a  $500  finders  and  referral  fee  to  $2,500  for  the 
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processing  and  writing  up  of  any  transaction  that  results  in  a  final  approval  by  the  Bank.  The 
amount  of  compensation  depends  on  how  much  is  done  by  the  participant  and  the  size  of  the 
deal  and  what  is  done.  To  date,  we  have  not  compensated  any  participant.  This  is  a  new  policy 
and  it  usually  takes  time  for  the  Bank  and  borrower  to  complete  the  process.  However,  we 
expect  tliis  new  policy  to  have  a  positive  impact  on  the  number  of  participants  and  their 
commitment  to  our  programs.    These  City/State  entities  are  Ex-Im  Bank's  participants  and  SBA 
does  not  contribute  to  their  costs. 

The  Inspector  General's  report  also  stated  concern  over  the  possibility  of  a  conflict,  if  an 
exporter  in  one  state  is  referred  to  a  Regional  office  in  another  state.  The  example  provided  was 
an  exporter  in  Richmond  is  referred  to  the  Regional  center  in  Baltimore  where  support  is 
provided  by  the  Maryland  Industrial  Finance  Authority  (MIDFA),  whose  mission  is  to  increase 
business  from  the  port  of  Baltimore.  Under  this  scenario,  the  exporter  would  be  sent  to  our 
City/State  partner  the  Virginia  Small  Business  Finance  Authority  in  Richmond. 

Conclusion 

Increased  exports,  from  ail  companies  whether  they  are  small  or  large,  will  strengthen  our 
economy  and  our  international  competitiveness.  They  are  key  to  our  economic  growth,  health 
and  well-being  through  better  high-paying  jobs  and  standard  of  living.  Small  and  medium-sized 
business  exports  are  a  crucial  element  of  this  equation  for  they  represent  the  largest  base  of  U.S. 
employment  and  are  responsible  for  an  increasingly  larger  share  of  U.S.  exports.  But,  the  largest 
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obstacles  these  companies  face  are  lack  of  awareness  of  and  access  to  govenuneat  Siaoaag 
programs.  To  overcome  these  obstacles,  Ex-Im  Bank  has  revised  our  small  business  progcams  to 
service  this  sector  better  and  attract  a  broader  ^)ectrum  of  lenders  into  the  market  Inaddittoo, 
we  are  continuing  to  expand  our  delivery  mechanism  through  the  USEACS  and  our  City/State 

partners. 

We  have  every  expectation  that  tfaroogh  these  two  ambdiaiis  delivery  systems  Ex-Im 
Bank  wUl  be  able  to  reach  inai^  more  SDiall  and  median-sized  cooqiames  than  we  wDold  have 
been  able  to  vdlh  our  limited  staff. 

Foidiennore,  any  program  when  it  is  first  initiated  is  expected  to  have  some  kinks.  It's  an 
evolving  process.    Over  the  last  year,  ail  of  the  agencies  have  been  working  togedio- to  address 
the  Inspector  General's  and  GAOs  conoenas  wiffa  Ae  progran.  As  a  tesuh,  tfaeie  has  beea  greater 
inter-agency  coopetO^oa  aid  int^iatkn  of  the  USECAs  with  the  expeciadoa  tbot  ibese  entities 
wiU  acdneve  what  is  oivisioaed  —  a  better  ddivery  service  to  smaD  aid  mediian-azBd  businesses 
to  realize  eaqxHt  SDCcess. 
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OONALO  a.  MANZULLO  EVA  CLAYTON.  No«tm  Caj»ou 

Chairman  Aamkinc  Miko«itv  Memkh 

Gongrtss  of  the  Bnittd  States 

floost  of  TUprtfimtatiocB 

KHtli  Congitu 
Committte  on  ^mall  JBusiness 

^obcommittn  on  ^nmntBt.  l£ifms.  mi  Bosmos  Opporamncs 

B-M)  KiDbnn  tunu  Offia  Boldtng 

iDaitamtmi,  BC  mn 

August  19,  1996 


The  Honorable  Lauri  J.  Fitz-Pegado 
Assistant  Secretary  and  Director  General 
U.S.  and  Foreign  Commercial  Service 
International  Trade  Administration 
Department  of  Commerce 

14th  Street  and  Constitution  Avenue,  N.W. 
Washington,  D.C.   20230 

Dear  Lauri: 

Thank  you  for  taking  the  time  out  of  your  busy  schedule  to  give 
the  Subcommittee  a  progress  report  on  the  roll  out  of  U.S.  Export 
Assistance  Centers  (USEACs) .   Again,  I  want  to  commend  you  and 
the  Trade  Promotion  Coordinating  Committee  (TPCC)  on  your  work  in 
moving  the  direction  of  the  delivery  of  federal  export  assistance 
programs  toward  a  more  seamless  web.   As  everyone  at  the  hearing 
recognized,  service  to  our  nation's  exporters  has  been  enhanced. 

In  response  to  your  August  2,  1996  letter,  I  respectfully  ask  the 
following  questions  for  you  to  answer  in  writing,  which  will  be 
submitted  for  the  record. 

1)  You  testified  both  in  your  written  and  oral  statement  that, 
basically,  the  three  main  recommendations  of  the  General 
Accounting  Office  (GAO)  and  the  Commerce  Department's  Inspector 
General's  (IG)  audits  are  being  implemented. 

a)  Regarding  staff  performance  appraisals,  you  testified 
that  USEAC  directors  will  provide  at  least  15  percent  of  a  USEAC 
staff's  performance  rating,  regardless  of  agency  affiliation, 
beginning  in  FY  1997  involving  eight  USEACs.   When  was  the 
decision  reached  to  implement  this  recommended  change?   The 
Subcommittee  wishes  to  receive  a  copy  of  the  document  which 
records  this  understanding  that  was  reached  among  the  agencies  to 
implement  this  recommendation.   How  does  the  fact  that  now  all 
but  one  of  the  15  USELACs  are  headed  by  Commerce  Department 
personnel  affect  these  staff  performance  evaluations?  When  do 
you  anticipate  that  all  USEACs  will  be  able  to  participate  at 
this  level  of  staff  performance  appraisals? 
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b)  Regarding  a  unified  customer  tracking  system,  you 
testified  that  the  USEACs  will  begin  to  use  Lotus  Notes,  as 
opposed  to  the  Goldmine  system,  involving  five  USEACs  by  the  end 
of  1996.   When  was  this  decision  reached  to  use  Lotus  Notes?  The 
Subcommittee  wishes  to  receive  a  copy  of  the  document  which 
records  this  understanding  that  was  reached  among  the  agencies  to 
implement  this  recommendation.   What  were  the  drawbacks  of  the 
Goldmine  system?   How  do  you  anticipate  that  using  Lotus  Notes 
will  resolve  the  problems  that  were  uncovered  by  the  pilot  test 
of  the  Goldmine  system?  When  do  you  anticipate  that  the  Lotus 
Notes  system  will  be  in  place  and  fully  operational  among  all  the 
USEACs?  What  is  staff  in  the  other  10  USEACs  using  in  the 
meantime? 

c)  Regarding  the  USEAC  expenditure  tracking  system,  you 
testified  that  there  is  a  new,  revised  Memorandum  of 
Understanding  (MOU) ,  which  was  signed  among  the  three  agencies  to 
move  to  a  flat  fee  system  of  reimbursement.   When  was  this 
decision  reached  to  go  to  this  system?   The  Subcommittee  wishes 
to  receive  a  copy  of  this  MOU.   Knowing  that  your  statement 
admits  Commerce's  accounting  system  presents  "difficulties"  and 
that  14  of  the  15  USEACs  are  headed  by  Commerce  personnel,  will 
this  flat  fee  system  of  reimbursement  be  able  to  successfully 
interact  with  Commerce's  current  system? 

2)  The  original  plan,  as  outlined  in  the  1993  TPCC  report,  called 
for  establishing  four  pilot  USEACs  based  on  one  of  three  models. 
One  of  those  pilot  projects,  titled  "Model  C,'  planned  to  shift 
the  approach  of  the  USEAC  during  a  three  year  period  from  one  of 
providing  direct  client  services  ("retailing")  to  one  providing 
strictly  indirect  services  ("wholesaling")  via  local  trade 
intermediary  organizations.   Each  of  these  pilot  one-stop  shops 
for  export  promotion  and  trade  finance  services  would  be  subject 
to  a  rigorous  evaluation  at  least  once  every  three  months, 
selecting  the  best  features  and  using  the  lessons  learned  to 
improve  the  design  and  establishment  of  future  USEACs.   Both  the 
GAO  and  the  IG  of  Commerce  testified  that  the  USEAC  concept  was 
not  fully  evaluated  before  the  network  was  expanded.   In  fact, 
the  IG  report  claimed  that  the  "hub  and  spoke"  sites  were 
identified  using  older  data  from  the  1987  Economic  Census. 

a)  Has  the  US&FCS  updated  its  identification  of  potential 
USEAC  ("hub")  and  District  Export  Assistance  Center  ("spoke") 
sites  based  on  more  current  economic  data? 

b)  Were  the  original  plans  to  fully  evaluate  the  USEACs 
abandoned?   If  yes,  why?  If  not,  why  do  you  believe  so? 

c)  If  you  did  fully  evaluate  the  USEACs,  what  were  the 
results  of  your  assessment  of  'Model  C?"  Please  submit  that 
document  to  the  Subcommittee. 
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3)  You  testified  that  the  U.S.  &  Foreign  Commercial  Service 
(US&FCS)  increased  its  export  actions,  which  is  defined  as  export 
sales  that  your  clients  attribute  to  the  assistance  your  agency 
provides,  by  80  percent  at  a  time  when  staff  allocations  within 
USElACs  were  cut  by  20  percent. 

a)  The  claim  of  a  20  percent  reduction  in  staff  allocations 
is  not  clear.   According  to  the  President's  FY  1996  and  1997 
budget  requests,  the  USSFCS  employed  2,336  Full-Time  Equivalents 
(FTEs)  employees  in  1994,  2,328  in  1995,  2,330  in  1996  and  2,376 
are  requested  for  1997.   These  figures  imply  a  two-year  freeze 
and  a  request  for  a  two  percent  increase  in  the  actual  number  of 
USiFCS  employees  next  year.   Was  there  a  real  20  percent 
reduction  (not  staff  allocation  slots  hoping  to  be  filled 
sometime  in  the  future)  in  the  number  of  personnel  or  FTEs  at  the 
US&FCS  since  1994? 

1.  If  no,  was  the  foreign  side  of  the  US&FCS  expanded  at 
the  expense  of  the  domestic  field  offices?  If  that  is  the  case, 
please  explain  the  rational  for  the  decision. 

2.  If  yes,  please  expand  upon  what  you  meant  by  a  20 
percent  staff  allocation  reduction. 

b)  Your  statement  attributed  the  increase  in  export  activity 
to  the  USEAC  network.   Please  explain  to  the  Subcommittee  how  it 
was  determined  that  such  increases  were  due  solely  to  the 
creation  of  the  USEAC  network  and  not  the  result  of  other 
factors.   In  other  words,  is  it  possible  that  part  of  this 
increase  might  have  resulted  from  a  more  concerted  effort  to 
gather  such  data  (i.e.,  were  Quality  Assurance  Surveys  sent  out 
prior  to  1994  asking  similar  questions  to  every  exporter 
served?) ,  increased  export  action  goals,  and/or  domestic  offices 
not  meeting  their  full  potential  in  the  past? 

Thank  you  for  taking  the  time  to  answer  these  questions  for 
the  record. 


Donald  A.  Manzullo 
Chairman 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
International  Trade  Administration 

W35'"^5-0''   3  3   2C23C 

DiPEC^OR  GENERA^  O^  ^"t  u  S   AND 
POBEiGN  COMN/IERC  AL  SERVICE 


September  19,  1996 

The  Honorable  Donald  A.  Maimillo 

Chairman,  Subcommittee  on  Procurement,  Exports 

and  Business  Opportunities 
Committee  on  Small  Business 
House  of  Representatives 
Washington,  DC  20515 

Dear  Mr.  Chairman: 

1  want  to  thank  you  for  giving  me  the  opportunity  to  elaborate  further  on  the  testimony  I 
presented  before  the  Subcommittee  in  July.  I  hope  that  the  enclosed  informauon  answers  your 
remaining  questions  about  the  progress  we  have  made  on  the  U.S.  Export  Assistance  Center 
initiative  and  the  positive  impact  that  this  program  has  had  on  our  service  to  the  business 
community.   I  appreciate  your  ongoing  interest  in  our  efforts  and  welcome  any  further 
questions  that  you  or  the  Subcommittee  might  have. 

On  a  related  note,  I  want  to  thank  you  for  your  recent  "Dear  Colleague"  letter  supporting  the 
role  we  play  in  supporting  the  export  efforts  of  small  business.   I  am  encouraged  that,  under 
your  leadership  and  that  of  your  Subcommittee,  the  Commercial  Service  and  our  partners  in 
the  International  Trade  Administration  and  in  the  other  federal  export  promotion  agencies  will 
continue  to  improve  our  assistance  to  that  vital  part  of  the  American  business  community. 


/Lai 


'dz^-(C^^ 


auri  J./Frtz-Pegado"^-^ 
Enclosure 
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RESPONSE  OF  THE  COMMERCIAL  SERVICE  TO  THE 

SLIBCOMMITTEE  ON  PROCUREMENT,  EXPORTS,  AND  BUSINESS 

OPPORTUTVTTIES  OF  THE  HOUSE  COMMITTEE  ON  SMALL  BUSINESS 

REGARDING  THE  U.S.  EXPORT  ASSISTANCE  CENTERS 

Below  are  the  questions  contained  in  a  letter  dated  August  19,  1996,  to  Lauri  J.  Fitz-Pegado! 
Assistant  Secretary  and  Director  Cieneral  of  the  Commercial  Service,  from  the  Subcomminee 
on  Procurement,  Exports,  and  Business  Opportumties  of  the  House  Committee  on  Small 
Business  in  and  the  responses  to  those  questions. 

I)   You  testified  both  in  your  written  and  oral  statement  that,  basically,  the  three 
recommendations  of  the  General  Accounting  Office  (GAO)  and  the  Commerce 
Department's  Inspector  General's  (IG)  audits  are  being  implemented. 

a)  Regarding  staff  performance  appraisal,  you  testified  that  USEAC  directors  will 
provide  at  least  15  percent  of  a  USEAC  staff's  performance  rating,  regardless  of  agency 
affiliation,  beginning  in  FY  1997  involving  eight  USEACs.  When  was  the  decision 
reached  to  implement  this  recommended  change?  The  Subcommittee  wishes  to  receive  a 
copy  of  the  document  which  records  this  understanding  that  was  reached  among  the 
agencies  to  implement  this  recommendation.   How  does  the  fact  that  now  all  but  one  of 
the  15  USEACs  are  headed  by  Commerce  Department  personnel  affect  these  staff 
performance  evaluations?  When  do  you  anticipate  that  all  USEACs  will  be  able  to 
participate  at  this  level  of  staff  performance  appraisals? 

USEAC  Directors  expressed  their  need  to  help  evaluate  all  USEAC  staff,  regardless  of  agency 
affiliation,  at  the  USEAC  Site  Directors  meetings  in  November  1995  and  June  1996.   The 
Commercial  Service  (CS)  and  Small  Business  Administration  (SBA)  headquarters  staff 
subsequently  discussed  the  subject  informally  and,  shortly  before  the  July  25  testimony  to  the 
Small  Business  Subcomminee  on  Procurement,  Exports,  and  Business  Opportunities,  senior 
managers  orally  agreed  to  allow  USEAC  directors  a  minimum  of  15%  input  into  Commercial 
Service  Staff  and  SBA  USEAC  stafTs  evaluations,  with  the  intent  to  invite  the  Export  Import 
Bank  (Exlm)  to  panicipate.   With  less  than  120  days'  left  in  the  FY  96  performance  cycle,  we 
deferred  implementation  of  the  inter-agency  performance  evaluation  until  FY  97.   We  are  now 
entering  the  planning  stage  for  the  FY  97  performance  cycle  and  expect  to  formalize  the  new 
procedures  for  all  USEACs  by  September  30,  1996. 

In  FY  97.  the  Commercial  Service  will  implement  an  upward  feedback  evaluation  instrument 
with  a  pilot  group  of  eight  CS  USEAC  directors.   (A  copy  of  the  draft  FY  97  proposal  is 
attached  )  This  instrument,  still  in  development,  will  allow  all  USEAC  staff--  includuig 


Revisions  to  performance  plans  must  be  implemented  a  minimum  of  120  days  before 
the  end  of  a  performance  cycle. 
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federal  partners  --  to  help  evaluate  their  USEAC  director.   We  will  finalize  the  proposal  within 
the  next  one  to  two  months,  at  which  point  we  will  circulate  it  to  SBA  and  Exlm  to  encourage 
their  involvement.   (The  proposal  has  already  been  informally  discussed  with  SBA  and  met 
with  a  favorable  response.)  The  initial  upward  feedback  pilot  will  serve  as  a  learning  tool  for 
Che  evaluees,  but  not  as  an  evaluation  tool.   If  the  pilot  proves  successful,  we  expect  to  expand 
upward  and-'or  360  degree  feedback  (superiors,  subordinates,  partners,  peers,  and  clients 
contribute  to  the  evaluation  process)  to  other  Conrunercial  Service  employees  in  FY  98  and  to 
incorporate  it  in  the  evaluation  process. 

Essentially,  in  the  fourteen  USEACs  where  Commerce  is  the  lead  agency,  upward  feedback 
would  establish  a  "two-way  street"  of  communication  --  i.e.,  USEAC  directors  would  provide 
15%  of  all  USEAC  staffs  performance  ratings,  but  all  USEAC  suff  members  would  also 
provide  input  into  their  director's  evaluation.  The  Commercial  Service  believes  that  ongoing 
two-way  communication  will  help  balance  the  perceived  inequities  at  sites  where  Commerce 
takes  the  lead.   At  the  same  time,  upward  feedback  will  encourage  the  USEAC  staff  to  act  as  a 
cohesive  team  for  the  benefit  of  U.S.  exporters. 

Until  these  new  evaluation  procedures  take  effect,  the  Commercial  Service,  SBA  and  Exlm 
continue  to  evaluate  USEAC  staff  on  their  contribution  to  the  USEAC  partnership.  (A  copy  of 
the  standard  CS  USEAC  trade  specialist  performance  plan  is  uncluded  in  this  package.) 

b)  Regarding  a  unified  customer  tracking  system,  you  testified  that  tlie  USEACs 
will  begin  to  us€  Lotus  Notes,  as  opposed  to  the  Goldmine  system,  involving  five  USEACs 
by  the  end  of  1996.   When  was  tliis  decision  reached  to  use  Lotus  Notes?  The 
Subcommittee  wishes  to  receive  a  copy  of  the  document  which  records  this  understanding 
that  was  reached  among  the  agencies  to  implement  this  recommendation.  What  were  the 
drawbacks  of  the  Goldmine  system?  How  do  you  anticipate  that  using  Lotus  Notes  will 
resolve  the  problems  that  were  uncovered  by  the  pilot  test  of  the  Goldmine  system? 
When  do  you  anticipate  that  the  Lotus  Notes  system  will  be  in  place  and  fully  operational 
among  all  the  USEACs?  What  is  staff  in  the  other  10  USEACs  using  in  the  meantime? 

Choosing  a  Client-ManagemerU  System  that  best  meets  the  needs  of  the  EAC  Network 

Over  the  past  three  years,  the  Commercial  Service  has  redesigned  significantly  its  domestic 
field  network.   The  principal  concept  driving  the  new  Export  Assistance  Center  (EAC) 
network  is  to  provide  the  integrated  delivery  of  trade  finance  and  marketing  services  directly 
to  our  clients:   U.S.  exporters.  The  15  inter-agency  U.S.  Export  Assistance  Centers  (USEAC) 
throughout  the  country  serve  as  hubs  in  a  tightly  integrated  system  connecting  over  74 
Commercial  Service  District  EACs  (spokes)  nationwide.   In  turn,  the  EAC  field  offices  work 
closely  with  139  Commercial  Service  posts  overseas  to  ensure  clients  receive  the  most  up-to- 
date  trade  information. 

In  order  to  offer  this  up-to-date  information,  the  Commercial  Service  needed  a  comprehensive 
client  management  system  to  allow  every  office  worldwide  fast  and  easy  access  to  the  complete 
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history  of  every  Commercial  Service  client.  As  noted  by  both  the  General  Accountmg  Office 
(GAO)  and  the  Department  of  Commerces  Inspector  General  (IG).  the  current  Clipper-based 
Client  Information  Management  System  (CIMS)  no  longer  meets  these  needs. 

Consequently,  the  Commercial  Service  began  a  deuiled  study  of  our  client  management 
requirements  in  order  to  better  communicate  those  needs  to  USEAC  partners.   In  March  1995, 
Booz  Allen  &  Associates  released  a  comprehensive  analysis  of  Commercial  Service  worldwide 
user  needs  for  technology,  based  on  a  users  focus  group  and  a  detailed  survey  completed  by 
staff  worldwide    Booz  Allen  recommended  implementing  groupware  for  client  management 
purposes  and  for  time-saving  features  such  as  integrated  e-mail  and  Winfax  capabilities  - 
groupware  such  as  Loms  Notes. 

In  August  1995  the  Commercial  Service  s  Environmental  Technologies  Team  began  an  in- 
deoth  pilot  of  the  off-the-shelf  system  recommended  by  Exlm  Bank  at  the  tmie  -  Goldnune. 
The  pilot  began  with  ten  CS  field  suff  members  as  well  SBA  headquarters  involvement  and 
SBA  participants  from  the  Cleveland  and  Seattle  USEACs  (current  involvement  includes  8 
field  staff  and  the  SBA  staff  in  the  Cleveland  USEAC).   Although  the  ongoing  Pilot  has  helped 
the  Commercial  Service  detemune  what  client  data  is  best  to  include  in  a  client  management 
system  prelmnnary  results  indicated  this  system  did  not  meet  fully  the  Commercial  Service  s 
extensive  diem  tracking  and  sharmg  needs,  particularly  in  light  of  the  global  iiature  of  the 
orgamzation.   Recent  conversations  with  Exlm  Bank  staff  indicate  they  have  also  abandoned 
Goldmine. 

Specifically,  Pilot  designers  and  EAC  staff  reiterated  the  need  for  a  fully  customizable  and 
seichable  system  that  not  only  meets  our  client  management  requirements  but  also  allows  us 
to  create  financial  tracking,  performance  tracking,  and  other  applications  miportant  to 
increasmg  the  efficiency  and  effectiveness  of  the  EAC  network  -  all  capabilities  consistent 
with  Lotus  Notes.   Goldmme  only  attempts  to  address  the  cliem  management  needs  of  an 
orgamzation.   In  doing  so,  the  Goldmme  database  structure  lacks  nexibU.ty  by  Imutmg  the 
amoum  of  information  that  one  can  record  within  each  field  and  restnctmg  the  number  of 
fields  that  can  be  customized,  added  and  fully  indexed  and  queried.    Goldmine  ^so  exhibi^ 
many  compatibility  problems  with  our  current  word-processmg  program.  Word  Perfect,  while 
Lotus  Notes  is  fully  compatible. 

EAC  staff  also  expressed  a  need  to  have  access  to  all  EAC  cliem  records  to  provide  a 
comprehensive  and  integrated  response  to  client  needs.   Although  Goldmme  allows  for 
nationwide  replication,  the  process  is  very  time  consummg,  requiring  extensive  equipment 
Tu^hases  and  complicated  procedures  even  for  the  Pilot.   Implementing  Goldmme  nationwide 
would  create  a  number  of  logistical  problems.   Loms  Notes,  as  the  imiovator  of  groupware. 
allows  for  a  relatively  easy  replication  process. 

In  earlv  1996   the  Office  of  Domestic  Operations  conducted  its  own  focus  group  with  ten  field 
staff    Again.'the  group  recommended  immediate  miplementation  of  Loms  Notes  groupware 
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for  its  client  management  needs  as  well  as  for  admimstrative  and  information  resource  needs. 

In  the  fall  of  1996,  Ellsworth  &  Associates  contractors  conducted  another  study  of 
Commercial  Service  user  needs  and  determined  a  profile  for  a  new  client  management  system. 
Based  on  the  similar  outcomes  of  all  these  studies,  and  its  compatibility  with  other  client 
management  systems,  the  Commercial  Service  decided  in  the  Spring  of  L996  to  implement 
Lotus  Notes  on  a  pilot  basis  at  sites  in  the  domestic  and  overseas  fields,  as  well  as 
headquarters. 

Different  Systems,  Same  Information 

On  several  occasions  in  the  past,  Exim  Bank  and  SBA  have  requested  that  the  Commercial 
Service  take  the  lead  in  determining  technology  choices  for  the  USEACs,  since  we  have  the 
greatest  staffing  and  monetary  investment.   We  have  maintained  regular  communication  with 
both  agencies  while  evaluating  our  technology  needs,  involving  SBA  in  our  Goldmine  pilot 
and  consulting  with  ExIm  Bank  on  its  experiences  with  Goldmine.   Consequently,  both 
agencies  were  informed  in  the  late  spring  of  1996  that  the  Commercial  Service  would  use 
Lotus  Notes  as  the  base  for  its  new  client  management  system. 

However,  the  Commercial  Service's  experience  with  Goldmine  has  indicated  the  varying  user 
needs  possessed  by  each  USEAC  agency  and  that  these  differing  needs  might  be  better  met  by 
different  client-management  software.   By  selecting  Lonis  Notes,  the  Commercial  Service 
chose  a  system  that  is  compatible  with  any  off-the-shelf  client  management  system,  including 
Goldmine  and  others  under  consideration  by  USEAC  paitners.  Data  can  be  transferred  and 
harmonized  among  different  systems,  resulting  in  common  client  records  although  not 
necessarily  within  one  unique  system. 

Attached  to  this  response  is  a  copy  of  a  Memorandum  of  Understanding  (MOU)  creating  a 
working  group  among  the  USEAC  agencies  to  determine  what  information  should  be  shared 
with  all  USEAC  staff  and  resolve  any  technical  problems  with  replicating  the  shared 
information  among  each  agencies  client  management  system.   This  MOU,  a  draft  of  which  has 
been  reviewed  by  SBA  and  ExIm,  has  been  signed  by  the  Commercial  Service  and  is  in  the 
concurrence  process  for  signature  by  SBA  and  Exlm.  The  form  the  Commercial  Service  is 
using  to  survey  USEAC  staff  on  the  appropriate  commonly  shared  information  is  also 
attached 

Timeline  for  Implementation 

Five  USEAC  sites  will  have  Lotus  Notes  by  the  end  of  the  calendar  year  and  the  remaining 
USEACs  will  receive  Notes  by  spring  1997.    In  the  meantime,  USEAC  staff  will  continue  to 
use  the  current  Clipper-based  CLMS  system.    The  Commercial  Service  is  currently  developing 
a  process  to  transfer  Clipper-based  CIMS  files  to  the  Notes-based  client  management  system. 
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c)   Regarding  the  USEAC  expenditure  tracking  system,  you  testified  that  there  is  a 
new  Memorandum  of  Understanding  (MOU),  which  was  signed  among  the  three  agencies 
to  move  to  a  flat  fee  system  of  reimbursement.   When  was  this  decision  reached  to  go  to 
this  system?   The  Subcommittee  wishes  to  receive  a  copy  of  this  MOU.   Knowing  that 
your  statement  admits  Commerce's  accounting  system  presents  "difTiculties"  and  that  14 
of  the  15  USEACs  are  headed  by  Commerce  personnel,  will  this  flat  fee  system  of 
reimbursement  be  able  to  successfully  interact  with  Commerce's  current  system? 

The  inter-agency  working  group  on  Finance  &  Administration  attempted,  from  the  beginning, 
to  develop  coding  patterns  that  would  accurately  track  USEAC  expenditures  within 
Commerce's  existing  accounting  system.    Unfortunately,  the  limitations  of  that  system, 
combined  with  the  complex  cost  sharing  methodology  established  by  the  original 
Memorandum  of  Undersunding,  quickly  made  the  tracking  process  unmanageable.  In 
response,  we  opted  to  move  to  a  flat  fee  system  of  reimbursement,  which  we  irKorporated  into 
a  revised  MOU  (attached).  In  November  of  1995,  Commerce  reached  a  general  agreement  in 
principle  with  SBA  and  Exlm  to  move  to  a  flat  fee  system  of  reimbursement.  We  also  began 
to  develop  a  Lotus  iNotes-based  Financial  Information  system  which  allows  immediate  access 
to  the  reporting  of  official  International  Trade  Administration  accounting  transactions.   This 
enables  the  sharing  of  official  data  throughout  our  network  and  with  resident  partner  managers 
and  financial  officials.  This  new  Notes-based  system,  which  is  housed  in  our  regional  offices, 
has  been  operational  for  the  past  six  months.   Real-time  access  to  this  information  eliminates 
the  highly  labor-intense  accounts  reconciliation  process. 


2)  The  original  plan,  as  outlined  in  the  1993  TPCC  report,  called  for  establishing  four 
pilot  USEACs  based  on  one  of  three  models.  One  of  these  pilot  projects,  titled  "Model 
C,"  plamied  to  shift  the  approach  of  the  USEAC  during  a  three  year  period  from  one  of 
providing  direct  client  services  ("retailing")  to  one  providing  strictly  indirect  services 
("wholesaling")  via  local  trade  intermediary  organizations.   Each  of  these  pilot  one-stop 
shops  for  export  promotion  and  trade  finance  services  would  be  subject  to  a  rigorous 
evaluation  at  least  once  every  three  months,  selecting  the  best  features  and  using  the 
lessons  learned  to  improve  the  design  and  establishment  of  future  USEACs.   Both  the 
GAO  and  the  IG  of  Commerce  testified  that  the  USEAC  concept  was  not  fully  evaluated 
before  the  network  was  expanded.   In  fact,  the  IG  report  claimed  that  the  "hub  and 
spoke"  sites  were  identified  using  older  data  from  the  1987  Economic  Census. 

a)  Has  the  US&FCS  updated  its  identification  of  potential  USEAC  ( "hub ")  and 
District  Export  Assistance  Center  ("spoke")  sites  based  on  more  current  economic  data? 

b)  Were  the  original  plans  to  fully  evaluate  the  USEACs  abandoned?  If  yes, 
why?   If  not,  why  do  you  believe  so? 

c)  If  you  did  fully  evaluate  the  USEACs,  what  were  the  residts  of  your  assessment 
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of  "Model  C?"   Please  submit  that  document  to  the  Subcommittee. 

In  January  1994,  the  Commercial  Service  opened  pilot  U.S.  Export  Assistance  Centers  in 
Baltimore.  Chicago,  Long  Beach  and  Miami  and,  for  the  first  time,  brought  together 
representatives  from  the  different  trade  promotion  agencies  under  one  roof.   Soon  afterwards, 
the  CS  began  working  on  the  TPCC  report's  directive  to  "review  other  cities  throughout  the ' 
Umted  States  to  determine  the  potential  for  future  sites...  based  on  an  analysis  of  state-by-state 
expon  data  and  other  measures  of  current  and  projected  economic  activity  as  well  as 
substantial  input  from  concerned  agencies. "  The  TPCC  recommended  that  we  "identify  10 
new  sites  by  June  1994  and  establish  them  in  CY  1995."   We  also  worked  to  meet  the 
Committee's  recommendation  that  the  participating  agencies  conduct  extensive  evaluations  to 
"help  the  TPCC  evaluate  operational  start-up  issues,  concerns  and  problems." 

While  selecting  the  sites  for  the  next  round  of  Centers,  we  recognized  that  the  needs  of  our 
clients  demanded  something  more  fundamental  than  merely  co-locating  federal  partners  in  a 
collection  of  individual  offices.   Instead,  we  set  out  to  create  a  network  that  would  enable  us  to 
bring  the  consolidated  services  first  envisioned  by  Congress  to  the  greatest  number  of 
American  businesses  possible.   To  do  so,  we  created  a  "hub"  and  "spoke"  system  designed  to 
effectively  service  regional  trading  areas.  With  interagency  U.S.  Export  Assistance  Centers 
serving  as  the  hubs  and  smaller  Commercial  Service  District  EACs  as  spokes,  we  have 
expanded  significantly  our  accessibility  to  the  business  community.   These  offices  use 
electronic  links  and  state  of  the  art  communications  technologies  to  deliver  more  services 
faster  to  more  of  our  target  clients:  export-ready  finns  Lfi^,  those  with  the  commitment  aixl 
resources  to  establish  or  expand  export  operations. 

The  EAC  program  has  relied  heavily  on  client  input  from  its  iix:eption.   The  Commercial 
Services'  Office  of  Domestic  Operations  (ODO)  had  the  unique  advantage  of  a  vast  domestic 
field  network  of  offices  all  around  the  country.  These  offices  serve  as  our  direct  links  to  the 
exporting  community  and  its  particular  needs.  In  fact,  as  we  rolled  out  the  first  group  of  new 
offices  after  the  pilots,  we  met  with  local  trade  promotion  organizations,  government  partners 
and  business  communities  in  each  city  to  determine  the  optimal  structure  and  location  of  these 
offices.   In  addition,  our  field  offices  have  always  maintained  strong  partnerships  with  state 
and  local  export  promotion  organizations;  relationships  that  laid  the  foundation  for  increasing 
the  effectiveness  of  our  export  assistance  services.   Whenever  possible,  we  have  co-located 
EACs  with  other  public  and  private  partners  (such  as  World  Trade  Centers,  state  development 
agencies,  pon  authorities)  to  improve  the  range  and  depth  of  services  available  at  a  single  site. 

With  respect  to  US&FCS  updating  its  "identification  of  potential  USEAC  ("hub")  and  District 
Export  .Assistance  Center  ("spoke")  sites  based  on  more  current  economic  data,"  it  would  be  a 
counter-productive  and  time  consuming  exercise.  While  we  used  aggregate  export  data  as  one 
factor  in  determining  general  placement  of  our  new  offices,  the  ultimate  placement  and  design 
of  those  offices  derived  from  local  outreach  meetings  and  local  office  client  concentration  data. 
Selection  of  office  locations  was  determined  by  the  needs  of  our  target  clients,  not  merely 
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from  aggregate  export  dau.    It  is  importart  to  note  that  no  statistical  series  is  perfect  and  that 
there  is  no  substiuite  for  direct  contact  with  the  business  cominunity.   In  fact,  page  27  of  the 
DOC  Inspector  General  (IG)  final  report  on  the  USE  AGs  (Inspection  Report  No.  IPE- 
7130/March  1996)  sutes;    "We  are  not  suggesting  that  US&FCS  continually  evaluate  census 
data  and  make  corresponding  changes  to  their  office  locations.   Most  likely,  USEAC  hub  sites 
are  probably  where  they  should  be." 

We  have  always  avoided  the  "cookie  cutler  approach"  to  opening  EACs  --  what 
works  for  one  office  will  not  necessarily  work  for  another.  Consequently,  we  do  not  believe 
that  a  "perfected  EAC"  can  serve  as  an  easily-replicated  model  for  other  locations  that  are 
accountable  to  a  different  set  of  client  needs.   In  fact,  page  5  of  the  Commerce  IG  USEAC 
report  states:   "In  desigmng  the  pilot  USEAC  sites,  the  working  group  correctly  recognized 
that  no  single  design  for  one-stop  shops  would  work  nationally..."  (emphasis  in  the  original). 
Waiting  to  develop  "perfected  EACs"  before  opening  additional  sites  would  only  delay  the 
availability  of  vitally-needed  marketing  and  trade  finance  services  to  companies  with  high 
expon  potential.  We  feel  a  bener  approach  is  to  ensure  appropriately  selected  sites  receive  the 
integrated  marketing  and  trade  finance  services  they  require,  and  to  continue  to  share  best 
practices  through  regular  site  directors  meetings  and  other  means,  while  empowering  each  site 
to  tailor  these  practices  to  meet  the  needs  of  the  local  exporters. 

With  regard  to  evaluation,  the  1993  TPCC  report  lists  such  things  as  self-assessments,  regular 
field  meetings,  and  user  surveys  as  part  of  a  "rigorous  evaluation  process."   In  the  light  of 
this,  the  USEACs  have  ceruinly  undergone  a  rigorous  analysis.  In  December  of  1994,  the 
USEAC  agencies  released  an  interagency  progress  review  of  the  pilot  USEACs  developed 
during  site  visits  in  September  1994.   In  addition,  the  General  Accounting  Office  (GAO)  and 
Commerce's  Inspector  General  both  evaluated  the  USEACs  over  a  period  of  time  and  released 
reports  with  recommendations  which  we  either  have  implemented  or  are  enacting  at  present. 
We  have  held  regular  USEAC  site  director  meetings  since  the  pilot  sites  went  into  operation. 
These  meetings  have  provided  a  forum  for  all  of  the  USEAC  site  directors  to  discuss,  among 
other  things,  what  has  worked  well  and  what  has  not  at  each  director's  respective  USEAC. 
The  Commercial  Service  also  conducts  rigorous  internal  reviews,  known  as  Management 
Program  Reviews  (MPRs),  of  its  field  offices,  including  USEACs,  focusing  on  the 
programmatic  and  administrative  aspects  of  each  office.  To  date,  We  have  conducted  MPRs 
for  the  USEACs  in  Denver  and  Boston,  and  we  anticipate  that  all  of  the  other  USEACs  will 
undergo  a  MPR. 

For  FY  1995,  ODO  conducted  a  national  survey  on  customer  satisfaction  or  "quality  assurance 
survey"  (QAS).  The  survey  was  designed  to  (1)  measure  the  quality  of  service  that  our 
International  Trade  Specialists  are  providing;  (2)  determine  if  we  are  reachmg  our  target 
market  of  small  to  medium  size  businesses;  and  (3)  learn  which  industries  are  using  our 
services.   The  FY  95  QAS  shows  that  Commercial  Service  International  Trade  Specialists 
operating  in  an  EAC  network  environment  are  helping  our  target  firms  with  high  quality 
counseling  and  would  be  recommended  by  those  firms  to  other  potential  clients.   More  than 
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927c  of  the  395  clients  who  responded  to  our  1995  QAS  were  either  satisfied  or  very  satisfied 
with  the  quality  of  service  they  received  at  our  offices. 

The  USEAC  program  has  evolved  beyond  the  original  three  "models"  A,  B,  and  C.   As 
mentioned  above,  the  USEACs  have  been  designed  with  customer  needs  as  the  first  and 
foremost  consideration.   Through  our  contact  with  clients  arid  the  extensive  outreach  meetings, 
we  have  realized  that  each  regional  trade  community  is  too  diverse  and  unique  for  a 
generalized  Washington-produced  "model"  or  "models"  to  be  adequate.  As  such  there  is  no 
one  definitive  document  assessing  "Model  C"  or  any  of  the  other  models.  Our  evaluation  of 
these  models  and  the  development  of  the  USEACs  has  been  more  of  an  evolutionary  process, 
with  the  needs  of  the  local  exporting  community  always  put  first. 


3)   You  testified  that  the  U.S.  &  Foreign  Commercial  Service  (US&FCS)  increased  its 
export  actions,  which  is  defined  as  export  sales  that  your  clients  attribute  to  the  assistance 
your  agency  provides,  by  80  percent  at  a  time  when  staff  allocations  within  USEACs  were 
cut  by  20  percent. 

a)  The  claim  of  a  20  percent  reduction  in  staff  allocations  is  not  clear.  According 
to  the  President's  FY  1996  and  1997  budget  requests,  the  US&FCS  employed  2,336  Full- 
Time  Equivalents  (FTEs)  employees  in  1994,  2,328  in  1995,  2,330  in  19%  and  2,376  are 
requested  for  1997.  These  figures  imply  a  two-year  freeze  and  a  request  for  a  two  percent 
increase  in  the  actual  number  of  US&FCS  employees  next  year.  Was  there  a  real  20 
percent  reduction  (not  staff  allocation  slots  hoping  to  be  filled  sometime  in  the  future)  in 
the  number  of  personnel  or  FTEs  at  the  US&FCS  since  1994? 

1.  If  no,  was  the  foreign  side  of  the  US&FCS  expanded  at  the  expense  of 
the  domestic  field  offices?  If  that  is  the  case,  please  explain  the  rational  for  the  decision. 

2.  If  yes,  please  explain  upon  what  you  meant  by  a  20  percent  staff 
allocation  reduction. 


The  FTE  numbers  cited  by  Chairman  Manzullo  for  the  US&FCS  actually  reflect  the  FTE 
numbers  for  all  of  ITA.  The  actual  numbers  for  US&FCS  were  much  lower,  with  ITA- 
aulhorized  FTE  levels  of  1,331  in  FY  1995  and  only  1,227  in  FY  19%.   An  ITA-wide  hiring 
freeze  also  has  restricted  our  ability  to  fill  positions  from  outside  of  the  organization,  thus 
leaving  us  with  a  mere  1,212  FTE  actually  filled  at  the  current  time. 

With  regard  to  staffmg  in  the  domestic  field,  both  the  FY  95  and  FY  96  budgets  were  based 
on  a  total  allocation  to  the  domestic  network  of  approximately  345  FTE,  of  which  225  were  to 
be  practicing  (as  opposed  to  managing)  International  Trade  Specialists.  The  Commercial 
Service's  Office  of  Domestic  Operations  (ODO)  began  FY  95  with  201  International  Trade 
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Specialists  on  board;  in  November  1995  an  ITA-wide  hiring  freeze  was  put  in  place,  and 
subsequent  attrition  and  internal  reassignments  created  additional  vacancies  which  could  not  be 
filled.    By  August  of  1995  non-supervisory  International  Trade  Specialists  numbered 
183--approx.  20%  below  programmed  strength.   Overall,  the  Domestic  field  as  a  whole 
reached  a  low  of  283  (i.e.  against  the  programmed  FY  95  base  of  349),  or  approximately  17% 
below  authorization,  before  the  Director-General's  efforts  to  shift  resources  out  of 
headquarters  began  to  offset  the  hiring  freeze. 

b)         Your  statement  attributed  the  increase  in  export  activity  to  the  USEAC 
network.   Please  explain  to  the  Subcommittee  how  it  was  determined  that  such  increases 
were  due  solely  to  the  creation  of  the  USEAC  network  and  not  the  result  of  other  factors. 
In  other  words,  is  it  possible  that  part  of  this  increase  might  have  resulted  from  a  more 
concerted  effort  to  gather  such  data  (i.e.,  were  Quality  Assurance  Surveys  sent  out  prior 
to  1994  asking  similar  questions  to  every  exporter  served?),  increased  export  action  goals, 
and/or  domestic  offices  not  meeting  their  full  potential  in  the  past? 

In  FY  94,  the  Office  of  Domestic  Operations  (ODO)  realized  4,419  export  actions,  a  12% 
increase  over  the  previous  year  attributed,  in  part,  to  increased  staffing  resources.   In  FY  95, 
with  a  newly  redesigned  domestic  field  and  a  20%  reduction  in  staffing  resources,  ODO 
achieved  6,177  export  actions,  or  a  40%  increase  over  the  previous  year.   In  FY  96,  ODO  has 
forecast  7,990  export  actions,  or  a  29%  increase  over  the  previous  year  and  an  81%  increase 
between  1994  and  1996. 

Through  the  end  of  the  3rd  Quarter  of  FY 
96,  ODO  has  met  71  %  of  its  export  action 
goal,  despite  the  six-week  government 
shutdown  which  disrupted  or  cancelled  a 
number  of  key  trade  events.     The  5,644 
export  actions  achieved  to  date  reflect  the 
export  successes  of  2,347  companies  and 
export  sales  of  more  than  $799  million. 

We  attribute  the  Office  of  Domestic 

Operations'  tremendous  increase  in 

productivity  to  a  number  of  factors,  all 

related  to  the  Export  Assistance  Center 

redesign  and  all  evidence  that  the  new 

design  is  more  effective  in  helping  U.S.  companies  export.    For  the  last  two  years,  ODO  has 

committed  considerable  resources:   to  ensure  EAC  trade  specialists  receive  appropriate 

training  in  trade  finance  and  trade  marketing  and  integrate  their  expertise  into  every-day 

counseling;   to  providing  state-of-the-art  mobile  technology  that  enables  trade  specialists  to 

access  the  most  recent  trade  information  and,  more  importantly,  to  bring  that  information  to 

the  doorsteps  of  companies  unable  to  visit  the  office;   to  moving  offices  into  areas  with  high 
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concentrations  of  expon-ready  companies  --  as  identified  by  the  local  business  community  -  to 
make  services  even  more  available;  and  to  using  Export  Assistance  Centers  as  a  catalyst  that 
not  only  leverage  federal  trade  promotion  resources,  but  that  also  create  strategic  alliances 
with  state,  local,  and  semi-private  organizations  involved  with  international  trade. 

Our  proactive,  bottom  line-oriented  philosophy  of  doing  business  is  the  heart  of  the  Export 
Assistance  Center  concept.   We  measure  our  success  by  our  clients'  successes,  and  we  use  the 
most  appropriate  tools  -  whether  federal,  state,  local,  or  semi-private  -  to  meet  their  needs. 
Before  the  Export  Assistance  Center  redesign,  the  organization  placed  more  emphasis  on 
activities  -  number  of  counseling  sessions,  number  of  seminars  -  than  on  results.   While  we 
have  not  conducted  a  formal  study  to  corroborate  our  findings,  it  seems  clear  that  our  increase 
in  productivity  is  due  to  better  prepared  field  professionals  working  within  a  better  designed 
organization  and  guided  by  a  more  clearly-defined,  client-driven,  results-oriented  mission.   As 
the  EAC  concept  evolves,  with  its  ongoing  focus  on  client  needs  and  the  role  we  must  play  to 
respond,  we  expect  to  continue  to  improve  performance. 
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Partner: 
3.) 

Partner: 
4.) 

Partner: 

5.)        

Partner:  ^^^^__^^^^^ 

OTHER  COMMENTS: 

Other  comments  on  features  you  would  like  to  see  in  a  client  management  system? 


Other  comments  on  information  that  should  be  shared  among  USEAC  partners? 


Thank  You. 
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Memorandum  of  Undentanding 

The  Export-Import  Bank  of  the  United  States  (Ex-Im  Bank)  and  the  U  S  Small  Business 
Administration  (SB  A)  have  each  been  working  on  the  creation  of  their  own  comprehensive 
contact-management  systems  to  meet  the  needs  of  each  of  their  orgimizations    Similarly,  the 
Commercial  Service,  U  S.  Department  of  Commerce  has  been  working  on  ways  to  implement 
major  improvements  to  their  own  current  Clipper-based  CEMS  client  management  system 

In  order  to  ensure  that  important  contact  information  can  be  easily  shared  among  US  Export 
Assistance  Center  (USEAC)  staff  in  their  efforts  to  create  a  truly  integrated  approach  to  client 
needs,  the  Commercial  Service,  Ex-Im  Bank  and  SBA  have  agreed  to  the  following: 

Create  a  working  group  from  each  agency's  Headquarters  technical  and  non-technical  staff  to 

1 )  Create  and  implement  a  survey  to  determine  what  client  information  SBA,  Conunerce  and 
Ex-Im  Bank  USEAC  staff  and  Headquarten  staff  require  in  order  to  be  more  effective  and 
efBcient  in  identifying  and  helping  clients; 

2)  Use  the  survey  results  to  determine  what  common  fields  USEAC  staff  need  to  share  in 
order  to  effectively  integrate  their  services  for  USEAC  clients; 

3)  Resolve  any  technical  problems  that  might  arise  from  importing  client  data  among  the 
various  client-management  software  used  by  each  USEAC  agency, 

4)  Submit  the  list  of  common  client  management  fields  and  agreed  to  technical  specifications 
to  the  below  signatories  by  Friday,  Noyepiber  15,  1996 

Signature    I lAMiolQy^  Date        ^/S~/^<:^ 

Daniel  J  McLaughlin  /\f         /  /        I  ^       ^ 

Deputy  Assistant  Secietai^  for  pom«§tit-0perations 
The  Commercial  Service         1/ 
US  Department  of  Commerce 

Signature Date 

Eileen  Cassidy 

Acting  Assistant  Administrator 

Office  of  International  Trade 

U  S  Small  Business  Administration 

Signature Date 

Richard  Feeney 

Senior  Vice  President 

Export-Import  Bank  of  the  United  States 
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MEMORANDUM  OF  UNDERSTANDING 


THE  D.S.  DEPARTMENT  OF  COMMERCE 

THE  0.3.  SMALL  BUSINESS  ADMINISTRATION 

THE  EXPORT- IMPORT  BANK  OF  THE  UNITED  STATES 

THE  U.S.  AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 

ON  THE  ESTABLISHMENT  AND  OPERATION  OF  THE 
U.S.  EXPORT  ASSISTANCE  CENTERS 


This  agreement  defines  responsibilities  and  coordinating 
functions  of  the  U.S.  Department  of  Commerce,  the  U.S.  Small 
Business  Administration,  the  Export-Import  Bank  of 'the  United 
States,  and  the  United  States  Agency  for  International 
Development,  in  establishing  and  operating  fifteen  U.S.  Export 
Assistance  Centers.   (For  purposes  of  this  MOU,  the  four  are 
referred  to  as  "the  agencies.") 

The  mission  of  the  U.S.  Export  Assistance  Centers  (USEACs)  is  to 
increase  the  number  of  successful  U.S.  exporters  and  entries  into 
new  markets,  promoting  job  creation  and  the  international 
competitiveness  of  U.S.  industry.   The  integration  of  U.S. 
Government  (USG)  trade  finance  and  export  counseling  assistance 
and  the  combining  of  agencies'  efforts  will  enhance  USG 
productivity,  performance  and  ability  to  service  D.S.  business 
export  assistance  needs.   USEACs  will  provide  loQal  export 
communities  with  a  single  point  of  contact  for  federal  export 
promotion  and  trade  finance  programs. 

Fifteen  sites  are  established  and  are  operating:   Baltimore, 
Maryland;  Miami,  Florida;  Chicago,  Illinois;  Long  Beach, 
California;  Atlanta,  Georgia;  Boston,  Massachusetts;  Cleveland, 
Ohio;  Dallas,  Texas;  Denver,  Colorado;  Detroit,  Michigan;  New 
Orleans,  Louisiana;  New  York  City,  New  York;  Philadelphia, 
Pennsylvania;  Seattle,  Washington;  and  St.  Louis,  Missouri. 

This  agreement  also  defines  the  cost  allocations  for  establishing 
and  operating  the  USEACs  and  thp  methodology  for  interage""- 
re  imbur sement . 


190 


BACKGROUND 


This    agreement    is   entered    into   under    the    joint    project   authority 
of    the    Department   of   Commerce    (15    USC   Sec.     1525).      The   concept   of 
an      export   assistance   center    that    integrates    international 
marketing   and    trade    finance   assistance    for   exporters   originated 
with   recommendations    in   the   Trade    Promotion   Coordinating 
Committee's    (TPCC)    Report,    entitled    Toward   a    National    Export 
Strategy.    U.S.    Exports   =   U.S.    Jobs.    Report    to    the   Onited   States 
Congress.    September    30.     1993;    the    1992    Export    Enhancement  Art, 
Title    II    (15   USC   Sec. 4721(b)  (8)    and    (9));    and   Section   22   of   the 
Small    Business   Act    (15   USC   Sec.    649) .    The    four    federal   agencies 
that   provide   these   services,    U.S.    Department   of   Commerce    (DOC), 
the   U.S.    Small    Business  Administration    (SBA) ,    Export-Import   Bank 
of    the   United   States    (Eximbank) ,    and    the   United   States   Agency   for 
International   Development    (USAID)    agreed   to  consolidate   federal 
export   promotion   and  export   finance   resources   to  provide   seamless 
delivery   of   export   promotion   and   trade    finance   assistance   in 
local   business   communities. 

The  Attachment  to  this  MOU  indicates   current  participating 
agencies   and   FTE   in  each  USEAC   and   will   be  modified  as  changes 
occur   and   are   agreed  upon  by   the   agencies.       (At  the   signature 
date   of   this   MOU,    DOC  and  SBA  will   staff   each   of   the   15   USEACs, 
Eximbank   is  participating  full   time   in   four  USEACs,    and  AID  is 
participating   in  one) .      Service  delivery  provided  by  Small 
Business   Development  Centers    (SBDCs)  ,    the   Sexrvice  Corps   of 
Retired   Executives    (SCORE),    Certified   Development  Companies,    and 
other   SBA  resource  partners  will   be   the   responsibility  of  SBA. 
Service  delivery  provided  by   "City/ State"   program  representatives 
will   be   the  responsibility  of   Eximbank. 

STRATEGIC   PLANNING   AND    IMPLEMENTATION 


Participating  agencies    (defined   in  this  MOU  as   the  agencies 
providing   full-time  staff  to  a  particular  USEAC,    as  set  forth  in 
the  Attachment)    agree  to  coordinate   the   establishment  of  each  of 

the   eleven   new  US^ACs   through    interagency  workino  ■ -7      -  -'^'^v 

which   df£_   ;     •  ■■     , .  .,presentatives   a^  cii^,."~  "   i-'tb 

coordination   and   implementation   of    specific   tasks  within 
timetables   established   by  the   working   groups.      Participating 
agencies   specifically  commit   to   taking   all   actions   necessary   to 
open   the   USEACs   by   the  agreed-upon   date.      Key   working  groups 
include:    senior   policy  working   group,    interagency  MOU,    leasing 
and    logistics,    communications,    finance   and   administration, 
personnel,    public   relations   and   marketing,    and   training. 

The    interagency   working  groups   will    incorporate  pertinent 
information   from   evaluations   of    the   original    four   sites    in 
developing    planning   and   management    tools    for   all    sites,    such   as: 
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o  Milestones    and    timelines    for   systems    integration   and 

project   manacjement; 

o  USEAC   Strategic   Plan  Guidance   for   use    in   establishing 

annual    operating   and  program   plans    for   each   site; 

o  Marketing   Plans   that   include    internal    and   external 

marketing   strategies   for   the   goals,    objectives,    and 
operations   of    the   USEACs; 

o  "^c-f  ormance   measures   to  evaluate   US'*- ■  ."'• '    ability   to 

meet   goals   of   promoting   exports   and   providing   client 
satisfaction; 

o  Streamlined,    harmonized   reporting   systems    reflecting 

goals    for   all    agencies; 

o  Procedures    for   expedited  decision-making   to   resolve 

outstanding    issues. 

Participating  agencies  in  each  OSEAC  agree   to  provide  ongoing  and 
expedited  cooperation   to  support  the  DSEACs  for  five  years  after 
this  agreement  has  been  finalized  provided  funds  and  FTE  are 
available.      This    includes   identifying  and  resolving  problems, 
monitoring  performance    (operational  and  programmatic)  ,    and 
participating    in  periodic  reviews  of  operations. 

SITE  MAKAGEMENT 


One  agency  will   serve  as   the   "Lead"   agency    (see  Attachment)    at 
each  site.      The    lead  agency  assumes  the  management  role   for  the 
site's  collectively  planned  short-  and   long-term  program 
objectives  and  activities;   physical  operations  of   the  premises; 
and  property  control  and   inventory.      The   lead   agency   is 
responsible   for  ensuring  that  the  USEAC  opening  and  operations 
are  consistent  with  the   letter  and  spirit  of   the  TPCC 
recommendation:      integrating   local  staff   to   service  U.S. 
business,    and   building   collegial   e^v*  r-^n -^'-»— «-rve  working 

.=  ..  s  with    local  partnc.  .- ~       -   agencies   in 

each  USEAC  will   agree   among   themselves   as   to    lead  positions   in 
each  of   the    15    USEACs. 

Decision-making   relating   to   site  management    is   vested    in   the 
lowest/most   local   unit;    therefore,    leadership  and   implementation 
responsibility    is   specifically  assigned  to    local  USEAC  managers 
rather  than   Washington-based  managers.      The   designated 
representative    (Site   Director)    from   the    lead   agency   has   decision 
authority   at   the    site,    with   no  diminution   of    that   authority 
should  an   agency   have   a    local   district   office   to  whom   they  must 
report.      In   the    event   of   an    impasse,    however,    decisions   can   be 
appealed   to   the    Senior    Policy  Working   Group    in   Washington,    D.C. 
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LEASING    &     LOGISTICS 


Participating  agencies   agree   that   DOC  will   obtain   all    leasing 
contracts   and   rents,    which   will    be   shared   through   Reimbursable 
Agreements   as   described   under    the    section    "Finacial   Management 
Allocations  Methodology." 

Participating  agencies   will    agree   on    floor   plan   designs   and 
-■"'"cment   in  each   site. 


FINAMCE    AND    ADMINISTRATION 


Participating  agencies   provide   and   maintain  management    oversight 
of    issues   and  activities    relating   to: 

o  Site-specific   personnel,    compensation   and 

benefits; 
o  Payroll    services; 

o  Training   funds; 

o  Travel    funds; 

o  Health-unit   costs. 

To   simplify  complex  administrative  and   financial  arrangements  and 
enable  the  sites  to  operate   efficiently  and  seamlessly,    one 
agency,    DOC,   will   serve   as   the    "Servicing  Agency./"      DOC  will 
provide,    or  acquire  and  pay,    according  to  an   individual 
Reimbursable  Agreement  with  each   participating  agency,    shared 
costs   for  the  following   services: 

o  Space  and   GSA   rent   charges; 

o  Procurement   of   telephone   equipment   and   line 

requirements; 

o  Monthly   telephone    service   charges   and    long-distance 

services; 

o  Purchase   »f   c '  -        ,    in  addition   to  "Che 

equipment   that   will    be    brought   on-site   by   participating 
agencies; 

o  Purchase   of   computers,    peripherals,    two   NTDB 

subscriptions  per  site,  and  line  connection  for  E-Mail 
to  USI,  in  addition  to  the  equipment  and  software  that 
will   be   brought   on-site   by   participating   agencies; 

o  Costs    incurred    from   operating   the   USEAC,    not   agency- 

specific,    marketing   efforts,    including   printing   of 
stationery    and    brochures; 
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o    Costs  associated  with  the  development  and 
implementation  of  joint  training  sessions; 

o    Costs  associated  with  training  the  USEAC  staff  on  the 
DOC  computer  system; 

o     Purchase  of  supplies  and  services  that  are  needed  in 
support  of  routine  operation  of  the  site,  including: 
general  publications  and  subscriptions;  maintenance 
agreements  for  leased  or  purchased  equipment;  equipment 
repair;  2xp-=n- :'-\e.  computer  supplies; 

o    U.S.  mail  postage  costs,  excluding  bulk  mailings  for 
fee-generating  events,  the  cost  of  which  will  be 
included  in  the  event  budget  and  paid  by  the 
co-sponsors; 

o    Costs  associated  with  the  transportation  and  shipment 
of  things,  such  as  shipment  of  computer  replacement 
equipment  or  parts,  including  GSA  contract  commercial 
overnight  mail  service,  domestic  service. 

FINANCIAL  MANAGEMENT  ALLOCATION  METHODOLOGY 

All  costs  for  each  USEAC  (except  personnel,  compensation  and 
benefits,  travel,  training,  and  the- cost  of  pagers  where 
applicable)  will  be  allocated  to  and  shared  by  paarticipating 
agencies  on  a  staffing  commitment  FTE  basis.   When  executed,  the 
reimbursable  agreement  mentioned  herein,  and  not  this  MOU,  shall 
be  deemed  to  amount  to  an  obligation  and  commitment  of  funds  as 
these  terms  are  understood  in  federal  appropriations  law.  If 
permanent  FTE  positions  are  added  or  deleted,    the  percentages 
will  be  adjusted  at  the  beginning  of  the  first  and  third  quarters 
of  each  fiscal  year.   FTE  staffing  commitments  listed  in  the 
Attachment  reflect  current  FTE  in  each  USEAC  and  will  be  modified 
as  changes  occur  and  are  agreed  upon  by  the  participating 
agencies. 

The  followjn"  i^r^oninr,   costs  for  each  site  will  *^'  *•■->-'  .'.  "~ 
operat:  •.   .^ursement  purposes,  awu       ^  ''•  — ja 

on  an  FTE  basis  among  those  agencies  participating  in  the 
particular  site:   all  furniture  and  equipment  essential  to 
commencing  operations  (e.g.,  telephone  installation  and 
equipment,  fax  machine,  photocopier,  postage  machine;  computer 
equipment  including  software,  cabling,  and  peripherals);  initial 
subscriptions  for  two  NTDB  subscriptions;  computer  training; 
lease  start  up  costs;  and  initial  supply  of  paper,  envelopes 
letterhead  and  stationery. 

Opening  ceremony  costs  will  be  divided  equally  among. those 
agencies  participating  in  the  particular  site.   DOC  will  be 
reimbursed  for  these  costs  through  an  independent  Reimbursable 
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Agreement.   Costs  include,  but  are  not  limited  to,  the  following: 

Promotional  Items       ^  Logistical  Items 

Invitations  &  envelopes*  Communications-mobile  phone  calls 

EAC  information  kit  folders  A/V  equipment 

Opening  ceremony  programs  Podium 

Inserts  for  information  kits  Postage  for  invitations 

Frames  photos/Agency  heads  Distribution  costs/Promotional 

Banners  items 

Plaques  Travel  for  advance  of  openings 

EAC  logo  lap-'  p ;  ns  Travel/HQ  meeting  .  >..   -c.'-,^  force 

Certificates  of  appreciation  Rental    of  Reception /Conference  Rm 

Poster  boards 

Photographer 

EAC  brochure,  information  kit  folder  and  banner  costs  will  be 
shared  equally  by  participating  agencies.   Eximbank  will 
initially  fund  costs  and  be  reimbursed  by  each  agency. 

Each  agency  is  responsible  for  its  own  or  affiliated  resource 
partner  costs,  as  appropriate,  for  travel,  lodging  and  per  dien. 
All  non-DOC  participants  (SBA,  Eximbank,  SBDCs,  Score,  CDC,  etc.) 
will  pay  DOC  $333  per  participant  for  expenses  incurred  in 
development  and  production  of  joint  EAC  training.   Eximbank 
agrees  to  the  sum  of  $10,000  to  cover  the  training  expenses  for 
33  City/State  participants.   Costs  will  be  reimbursed  through  an 
independent  Reimbursable  Agreement.   DOC  will  be  responsible  for 
all  other  costs  related  to  the  joint  training. 

Opening  costs  will  be  covered  in  an  independent  Reimbursable 
Agreement . 

Costs   for  each   USEIAC  vill  be   shared  by  participating-  Federal 
agencies  based  upon   level   of  participation ,    and  defined  in  a 
Reimbxirsahle  Agreement.      This  agreement  shall   establish   a  bi- 
annual Servicing  Fee,   payable   to  DOC  as  Servicing  Agency.    The  fee 
vill  be  based  upon    the  Participant  Ratio    (PR)    defined  as  a 
fraction   representing   the  number  of  resident  agency  employees 
dividend   Hv  the  total  number  of  reside^-    *--J--_I  c.~-''ioy'2es.    For 
■  t-'i'V  '  ■    '     SjUAC   vith   4   DOC,    2   c.  ..   .  >•  "•     ""^"^  -uployee, 
ratios   would  be    A/1 ,       2/1  and  1/1  respectively.       The   Servicing 
Fee   vould  be   set   as   follows: 

(PR)    X    (Rent/Lease  Monthly  Charges) 

+ 
(PR)    X    (Estimated  Monthly  Utility  and 

Other   Charges  paid  on   a   monthly  basis) 
y- 
(PR)    X    (Estimated  monthly   small  purchase, 
procurement   and  associated  recovery 
costs) 
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Estimates    vould  he   based   upon    available  actuals,    past   actuals 
from  coaparable    sites      and   ITA   or  RASC  input   vhera   helpful. 

Following   the  close   of   the   2nd  Quarter  of  each   Fiscal    Year,    and 
again  at  year's   end,    a   Servicing  Fee  Reviev  vill  be   conducted   to: 

(1)    Determine   if  estimated  components  of  the  monthly 
fee   require   adjustment.      An  adjustment   vould  be 
authorized  if  actual   expenses   to   date  of  reviev 
deviate  by  more    t  .-i     ^u   ^lum  Fee   estimate,    or  if 
one   or  more   factors    (e.g.    Lease  adjxistsient,    nev 
maintenance   contracts,    etc.)    so   dictate.      Adjust- 
ments  of   this    type   vould  require  agreement  by  all 
participants. 

(2)  Adjust   the  Participant  Ratio   to   reflect   staffing 
changes . 

(3)  Fix  any  additional  ad  hoc  fees  due    to    the 
Servicing  Agency  for  unanticipated  major 
Investments   or  other  expenditures  benefiting  all 
participants    (e.g.    copy  machines,    furniture, 
etc.  .)    and  agreed  to  by  all  federal  participants 
at   time  of  obligation.      Such  fees  vould  be 
separately  billed  via  SF-1081s. 

Any  cost  or  cost-sharing  Issues  not  clearly  covered  above  vlll  be 
referred  to  DoC  for  resolution.  .  .    if  readily  possible,    to     The 
Financial  Working  Group   If  needed. 


Each  participating  agency  will   sign  a  Reimbursable  Agreement  with 
the  Department  of  Commerce's  International  Trade  Administration 
(ITA)    for  the  operating  obligation/expenditure  of  funds  for  the 
OSEACs  in  vhlch  it  is  participating .     The  annual  budget  for  each 
OSEAC  should  be  established  by  submitting  an  interagency  fiscal 
~^an   to  be  approved   ^"  •  ■^j.p<ie^,.      '    'jncies  at  each^it'      _ 

..-   the  Servicing  AgeuiZj ,    .j^lll   .l.-it^-^xy  obligate /expend  funds  iux 
the  OSEACs  and  will   be  reimbursed  by  the  other  participating 
agencies,    in  accordance  with   conditions  stated  in   the 
Reimbursable  Agreement    (form   ITA-237)  .     All   pre-occupancy  costs 
paid  for  by  a  USEAC  agency  other  than  ITA  will   be  prorated  in 
accordance  with   the  preceding  paragraph. 

PERSONNEL 


Participating   agencies   will    assign   staff   to  each    site,    as 
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specified    in   the   Attachment,    and    retain   authority   to  determine 
appropriate   personnc^l   systems.       Employees   will   be   subject   to 
their   agency's  personnel   policies,    procedures,    and  regulations. 

Employees   will  continue   to   perform  duties   outlined   in  their 
agency's   position  descriptions   and   performance  plans. 
Participating  agencies   will    add    a   USEAC   addendum  to  existing 
agency   positions  and   the   personnel   evaluation  process,    indicating 
a    requirement   for  general    cross-functional   competencies   and 
individual   performance   that  directly  contributes  to  the 
performance   of   the   siL:  -. acendum  will  make  clear   the 

importance   and  priority   associated   with   effective  operation   and 
implementation  of   the   USEACs    and   demonstrate   each  agency's 
commitment   to  the  TPCC   recommendation. 

Agencies   agree  that  an  employee's   participation   in' the  USEIAC  will 
serve   to   enhance  the  employee's   career   and   not  be  a  detriment  to 
career  progression,    and  agencies  will  apprise  employees   of   the 
benefits   of  USEAC  participation   accordingly. 

The  participating  agencies   acknowledge   that   in  the  case  of   SBA 
staff   assigned  to  the  USEACs   that,    beyond   initial  screening 
efforts   to  ascertain  the   needs   of   businesses  contacting  the 
USElACs,    SBA's  mandated   focus    is   on  serving  small  businesses    in 
compliance  with  the  Small   Business  Act.      SBA's  primary  mission  at 
the  USEAC  will  be  to  deliver    its   trade   finance  progreuns  to  the 
small   business  community.      It   also  will   assist  small  businesses 
begin  the  process  of  entering   the  global  marketplace  through   its 
network   of   resource  partners   such  as   the   SBDCs  and  SCORE. 
Similarly,    with  respect  to  USAID,    the  participating  agencies 
acknowledge  USAID 's  mandated   focus  concerning  development  and 
restrictions  on  USAID  regarding   the  overseas  promotion  of  certain 
types   of   activities  as   appear    in   the   Foreign  Assistance  Act  and 
other   related   laws. 


TRAINING 


Agencies   will  develop  a   joint   training  prototype  for  new  USEAC 
personnel    irrn»-»M->»-a*-v"-  «r'3i  ti^tions   from  prior  tr?"~'  -_    . 

and   experi  .  r      r  ircra  the   first   foui  I.-.-.        .^a' - 

agency  will   ensure  that   the   appropriate   staff   is  available  to 
serve   as    students,    training    facilitators    and  presenters. 

Training   sessions  will    incorporate   exercises   that  will   build   or 
enhance    the   skills   necessary    for   all    members   of   the   USEAC   to 
provide    seamless  delivery   of    programs   and   services   to   the        * 
exporting   communities. 

Participating  agencies  will   share   the   costs   involved   in  the 
training   sessions,    except   travel    costs,    through  Reimbursable 
Agreements.      This    is   to   be   done    on   a    pro    rata   basis. 
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COMMUNICATIONS 


DOC  will  purchase  telephone  equipment  and  arrange  for 
installation.   Decision-making  for  new  systems  will  consider 
experience  gained  from  the  first  four  sites. 

Participating  agencies  will  coordinate  computer  needs  so  that 
each  site  has  a  computer  system  that  includes  the  same  level  of 
automa*-'-'-  *--  '  '  "k  and  support  the  USEAC  pu^-  '  Anions. 

DOC  will  purchase  cabling  and  other  ancillary  elements;  provide 
network  assistance  needed  to  ensure  compatibility  among  DOC's 
Banyan  server  and  SBA's  and  Eximbank's  networks;  and  provide 
necessary  training  in  the  operation  of  the  LAN  and 'all  software 
contained  therein,  including  E-Mail. 

DOC  agrees  to  provide  CIMS  enhancements,  within  the  overall 
framework  of  the  current  system.   DOC  will  also  provide  ongoing 
technical  computer  support  for  the  existing  USEAC  systems  through 
a  Systems  Administrator  (SA)  on  site,  a  Regional  Automation 
Coordinator  (RAC)  at  the  regional  level,  and  the  Office  of 
Information  Systems  (OIS)  Hotline  in  Washington,  D.C. 


PUBLIC  RELATIONS  AND  MARKETING 


Participating  agencies  will  develop  an  operational  name  for  the 
one-stop  shops;  design  a  logo,  stationery  and  promotional 
brochxires;  and  assist  with  the  opening  ceremonies  and  external 
marketing  of  the  USEACs. 

Site  Directors  will  develop  and  implement  local  marketing  plans. 
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TERMS    OF    AGREEMENT 


Participating  agencies  agree    that   this  Memorandum  of 
Understanding  shall   be  effective  for  five  years  after  this 
agreement  has  been   finalized  provided  funds  and  FTE  are 
available.      Termination   of    this   agreement   will    occur   90   days 
after  written   notice   by   the   Secretary   of   Commerce,    the 
Administrator   of    the   U.S.    Small   Business   Administration,    the 
Chairman   of   the    Export-Import   Bank  of   the   U.S.,    or   the 
Administrator   of    the   U.S.    Agency   for   International-  Development, 
or  by  mutual   agreement   of   the   same   four   officials.       This   MOU  may 

.  ced   at   any   time   by   the   mutual   c        -         •■  f    the   agencies 
coiicerned. 


Nothing  herein    is    intended   to   conflict  with   current    individual 
directives.      If    the   terms   of    this   agreement   are    inconsistent  with 
existing  directives   of  any  of   the  agencies  entering    into  this 
agreement,    then   those   portions   of   this  agreement   determined   to  be 
inconsistent   shall   be    invalid;    but   the   remaining   terms   and 
conditions   of   this   agreement   not   affected   by   the    inconsistency 
shall   remain   in    full    force   and   effect. 


jecrat^y 
rector  (Jenei 
&  Foreign  Commercial  Service 
Department  of  Commerce 


Forbes 


Patric 

Acting /Associate   Deputy  Administrator 

foir^conomic  Development 
U.S.    Small   Business   Administration 


/«>■  1^%, 


U-A.,^^ 


in  A.  Kamarck 
President  and  Chairman 
Export-Import  Bank  of  the  United  States 


ate  J 


Larry  Byrne  Date 

Assistant  Administrator  for  Management 
U.S.  Agency  for  International  Development 
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Introductioii 

A  Progress  Review  of  the  four  pilot  EACs  (Baltimore,  Chioigo,  Long  Beach  and  Miami)  was 
conduaed  to  examine  the  current  state  of  development  and  to  scrutinize  administrative  and 
management  operations  as  well  as  program  and  service  delivery.  The  Review  team  evaluated 
the  degree  of  integration  achieved  to  date,  assessed  the  value-added  benefits  to  clients, 
identified  areas  of  weakness  that  need  closer  attention,  and  estabUshed  benchmarks  for  future 
operations.  Comments  on  the  draft  report  were  solicited  from  Site  Direaon,  US&FCS 
Regional  Directors  and  US&FCS  site  managers. 


Methodology 

A  Progress  Review  of  the  four  pilot  U.S.  Export  Assistance  Centers  (EAC)  is  one  of  many 
facets  of  implementing  the  entire  EAC  networit.  The  Progress  Review  was  developed  by  an 
interagency  team  from  the  Department  of  Commerce  (US&FCS),  the  Small  Business 
Administration  (SBA)  and  the  Export-Import  Bank  (Eximbank).  The  purpose  of  the 
Progress  Review  is  to  assess  the  level  of  integration  among  the  three  (in  Long  Beach,  four 
indxiding  U.S.  Agency  for  International  Development)  agencies  comprising  the  EACs. 

The  information  gathered  in  this  process  is  being  us«d  to  further  improve  the  delivery  of 
services  to  clients,  to  increase  integration  with  state  and  local  partnen,  and  to  redress 
administrative  and  operational  issues  that  necessarily  arise  in  such  an  extensive  undertaking. 
The  Progress  Review  was  designed  to  collect  information  on  the  successful  aspects  of  the 
EACs,  as  well  as  the  less  successful  aspects,  with  a  prescription  for  corrective  action. 
Information  is  being  apphed  not  only  to  improving  the  four  pilot  offices,  but  also  for  the 
implementation  of  the  next  phase  of  the  new  EAC  network. 

The  Progress  Review  team  spent  two  intensive  days  at  each  office.  To  ensure  a 
comprehensive  and  uniform  review  of  the  pilots,  they  developed  a  set  of  'progress  review 
carxis."  The  cards  included  17  aspects  of  operation,  including  programs/senrices  and 
aHmini<rrrarivp/managym<»nr  topics.  Each  aspect  was  rated  On  a  scale  of  1-5  to  show  the  level 
of  integration  achieved  to  date.  On  this  scale,  T  represents  a  pre-EAC  level  of  integration 
and  '5*  represents  an  ideal  level  of  integration. 

The  team  asked  each  Site  Director  to  submit  an  updated  Summary  Performance  Forecast 
showing  activity  at  the  site  during  the  first  6-8  months  of  operation.  They  also  gave  site 
managers  (the  senior  ranking  representative  of  each  agency)  a  set  of  review  cards  prior  to  the 
team's  visit  and  asked  them  to  provide  their  own  confidential  assessments  of  the  office's 
progress.  The  Summary  Performance  Forecast  and  the  site  managers'  confidential 
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assessments  were  submitted  to  the  Review  team  upon  arrival  at  the  site. 

The  team  conduaed  separate  interviews  with  Site  Direaors,  site  managen,  EAC  staff,  dients 
and  partners.  They  also  held  meetings  with  the  entire  staff. 

The  team  created  a  separate  list  of  questions  to  use  in  discussions  with  dients.  The  questions 
were  geared  to  assess  the  quality  of  service  provided  by  the  EAC  and  the  level  of  integration 
perceived  by  the  chent.  Discussions  with  partners  fooised  on  the  level  of  partner 
involvement  with  the  office  and  their  assessment  of  the  progress  of  the  EAC.  Site  managers 
scheduled  individual,  private  meetings  with  chents;  the  outside  resoxirce  partners  met  together 
in  a  single  focus  group  session. 


Summary  of  Progress  Review  Findings 

The  EACs  are  off  to  a  good  start.  They  are  in  good  locations  and  have  well-qualified, 
enthusiastic  staff.  The  concept  of  coordinating  and  co-locating  U.S.  Government  export 
promotion  services  to  streamline  their  dehvery  to  business  is  applatided  by  exporten,  outside 
resource  partners  and  EAC  staff.  Staff  is  beginning  to  deliver  export  products  and  services  on 
a  joint  basis  as  never  before. 

Becatise  the  EACs  have  been  open  for  less  than  one  year,  and  perhaps  because  the  concept  is  a 
new  and  innovative  approach  to  exporters'  needs,  the  EACs  are  not  yet  showing  a  high 
number  of  positive  results  (e.g.,  assisting  exports  to  new  markets  or  completing  trade  finance 
transactions). 

Site  Directors  and  site  managers  are  uncertain  of  the  degree  of  their  interagency  mandate  and 
authority  and  from  where  the  empowerment  comes.  They  are  unaccustomed  to  having  as 
much  autonomy  and  room  for  initiative  as  has  been  given  them.  Their  specific  concerns 
relate  to  individual  performance  forecasts  and  evaluations,  budget,  procurement,  tasking, 
annual  planning  and  team  building. 

Coordination  and  learning  works  best,  public  image  of  streamlined  services  is  cnhanroH  and 
managers  'buy  in*  when  all  agendes  are  represented  full-time  in  the  EAC  -  and  especially 
when  site  managers  reside  on  site.  The  degree  of  co-location  of  federal  partners  varies  by  site, 
with  Eximbank  presence  in  only  two  of  the  sites.  Eximbank  staffing  varies  in  the  offices 
from  co-located  staff  in  Chicago  and  Miami,  to  support  staff  rotating  two  days  a  week  in 
Long  Beach,  to  an  Eximbank  City/Sute  partner  located  in  the  same  building  in  Baltimore. 
Not  being  co-located  negatively  effects  follow-through,  consistency  of  support,  and 
opportunities  to  learn  from  regular  conua  with  staff. 
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The  lack  of  hannonizeci  territories  is  confusing  and  causes  conflicts  tkat  affect  goal  setting, 
partner  referrals,  joint  counseling,  turf  issues,  and  measurement  of  results.  Territories  vary 
by  agency  where  US&FCS  may  be  responsible  for  a  certain  munber  of  counties,  SBA  for  a 
specific  number  of  their  district  offices,  and  F.ximbank  for  a  certain  number  of  sutes. 


RECOMMENDATIONS 

1.  Ensure  EAC  staff  understand  their  mission. 

2.  Increase  communications  between  the  Senior  Working  Group  and  site  direaors 
through  conference  calls  and  meetings. 

3.  Address  concerns  about  each  agency's  commitment  and  priorities,  and  the  effea  on 
the  success  of  the  EAC  concept. 

Provide  full-time  Eximbank  represenutive  in  each  EAC,  either  by  permanent 
employees  or  by  Eximbank  city/sute  parmers. 

Reduce  or  eliminate  F.ximbank  insurance  processing  at  EACs. 

Cross-train  EAC  staH  on  SBA  programs,  if  SBA  sxaH  is  not  able  to  participate 
in  joint  counseling  and  outreach. 

Delegate  SBA  lending  authority  to  the  EACs. 

Address  problems  regarding  the  perception  that  Long  Beach's  priority  is  trade 
Hnance  transactions  rather  than  aggressive  promotion  and  marketing  of  federal 
trade  programs. 

4.  Ensure  each  EAC  has  adequate  focus  on  integration,  team  building,  internal 
communications,  and  training. 

Hold  regular  site  meetings  for  site  managers  and  for  the  entire  staff.  Include 
the  following  on  meeting  agendas:  pohcy,  goals;  administrative  issues;  and 
development  of  a  shared  database  of  resources  that  can  be  used  for  marketing, 
referrals  and  joint  programming, 

Conduct  joint  counseling  by  two  or  more  agencies  for  targeted  companies  with 
a  need  for  both  mariceting  and  financing  assistance. 
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Utilize  joint  counseling  as  a  cro$s>tnining  tool. 

Condua  fonnal  cross-training  with  other  EAC  partnen  following  the  pre- 
opening  training. 

5.  Clarify  roles  relating  to  supervision,  direction,  formal  evaluation,  and  responsibility  of 
the  EACs. 

Clarify  US&FCS  relationships  with  regional  direaon,  distiia  directors,  and 
DEACs. 

Clarify  SBA  relationships  with  regional  directon  and  distiia  directors. 

Resolve  US&FCS  conflicts/confusion  between  the  Long  Beach  EAC  and  the 
Los  Angeles  Distiia  Office.  (One  recommendation  is  that  the  Director  of  the 
Los  Angeles  Distiia  Office  move  to  the  EAC  and  be  the  Direaor  of  both 
offices). 

Ensure  each  staff  member's  individual  performance  plan  includes  specific  goals 
related  to  the  EAC,  not  only  for  their  individual  agency. 

6.  Complete  joindy-diafted,  site-specific,  strategic  plans  separate  from  agency  action 
plans. 

Provide  central  guidelines  for  content  of  strategic  plans  that  will  be  common  to 
all  EACs,  while  allowing  site-specific  goals  and  objectives. 

7.  Define  and  harmonize  territory  covered  by  EAC. 

8.  Provide  central  marketing  assistance. 

Develop  a  professional  brochure  for  all  EACs,  allowing  for  inclusion  of  site- 
specific  information. 

Utilize  seminais,  media  interviews,  and  newsletten  for  marketing. 

9.  Brief  site  direaon  and  site  managers  on  the  budget  including:  how  and  by  whom  it  is 
formed;  how  to  budget  as  part  of  the  annual  strategic  plan;  who  is  the  point  of  contaa 
for  bxidget  questions;  which  expenditures  are  appropriate,  and  what  are  procurement 
practices  of  each  agency. 


204 


10.  Provide  improved  telepboae  systenu  where  necessary.  Presently  some  are  not 
capable  of  effidendy  handling  incoming  and  outgoing  rails  and  messages. 

1 1.  Ensure  receptionists  have  adequate  understanding,  background  and  time  for  efficient 
screening,  referrals  and  infonnation  dissemination. 

Ensure  receptionists  are  not  taken  away  from  their  duties  to  perform  other 
administrative  duties. 

Include  receptionists  in  pre-opening  training. 

Provide  receptionist  with  continued  formal  and  cross-training. 

12.  Routinely  monitor  and  assess  the  results/successes  of  each  EAC. 

Separate  dau  collection  so  results/successes  attributable  stricdy  to  the  EAC 
can  be  measured. 

Conclusion 

Site  Directors  and  the  Senior  Working  Group  need  to  review  the  recommendations,  decide 
which  are  appropriate  for  action,  and  take  appropriate  action. 
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EAC  PROGRESS  REVIEW  TEAM 
SITE  VISIT  PLAN 

Part  I  •  Team  and  Site  Managers 

A.  Team  reviews  site's  Simimaiy  Performance  Forecast  results  to  date.  Site  Managers 
should  be  prepared  to  provide  documented  evidence  to  support  performance  data. 

B.  Team  reviews  the  Site  Managers'  confidential  assessments  of  the  EAC's  progress. 

Part  n  •  All-Hands  Meetings 

A.  Team  leader  for  that  site  will  go  over  the  purpose  and  methodology  for  the  Progress 
Review. 

B.  Team  leader  will  open  the  group  discussion  by  providing  comments  on  Team  findings 
from  the  review  of  the  Simimary  Performance  Forecast  and  Site  Managers' 
assessments.. 

C.  Group  Discussion,  Q&A 

Part  m  •  Exporter  and  Partner  Meetings 

A.  Site  managers  are  responsible  for  scheduling  meetings  with  appropriate  partners  and 
exporters. 

B.  Exporten:  team  should  meet  with  both  the  marketing  and  finance  people.  The  goal  is 
to  meet  with  at  least  six  companies.  The  Team  will  pair  off,  and  each  pair  will  meet 
with  three  companies  for  one  hour  each. 

C.  Farmers:  team  should  meet  with  those  organizations  with  which  the  EAC  works 
closely.  This  will  be  an  open  discussion  (similar  to  the  All-Hands  meeting)  with  Site 
Managers  present. 

Part  rv  -  Close-out 

A.  Focus  Groups:  opportunity  for  Team  and  staff  to  talk  in  a  more  intimate  situation 
without  Site  Managers  present 

-  small,  interagency  groups  of  1-4  staff  per  Team  member 

B.  Site  Manager  Review:  opportunity  to  discuss/daiify  findings 

•  Review  Team  and  Site  Managers  only 


206 


AGENDA 
DAYONfE 

8:00     Arrive  at  EAC 

8:30     Team  reviews  Summary  Performance  Plan  data 

Site  Managers  respond  individually  to  Progress  Review  Cards 
10:30    All-Hands  Meeting 
lunch  break 

2:30     Exporter  Meeting  (company's  marketing  and/or  finance  people) 
3:30     Exporter  Meeting 
4:30     Exporter  Meeting 

dinner  -  Team  working  session 

DAY  TWO  -  sequence/ timing  to  be  determined  by  individual  sites 

•  Team  Meeting  0-5  houn 

•  EAC  Partnen  Meeting  2.0  houn 

•  Focus  Group  or  Individual  Staff  Meetings  2.0  hours 

•  lunch  -  Team  working  session 

•  Final  Team  meeting  with  Site  Managers  -  this  is  the  final  session  of  the  Progress  Review. 


TEAM  SCHEDULE 

September  22  &  23  -  Long  Beach  Team  Leader  -  Bill  Schrage 

September  26  &  27  -  Chicago  Team  Leader  -  Grant  MacKinnon 

Oaober  3  &  4  -  Miami  Team  Leader  -  Jean  Smith 

Oaober  6  &  7  -  Baltimore  Team  Leader  -  Christine  Topoulos 


OOMALO  A.  MAN2ULL0 
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(EonsrcBB  of  the  lanittd  States 

House  of  Keprtscntatioes 

KHtti  Congress 
Committct  on  ^mall  jBosinus 

^ticomniKicc  on  ^ranmait,  Siponi,  md  Bosmcu  GppoiTDmdci 

B-3t3  'Rjgtmm  tuut  Gffia  BmUtng 

{Dutnngton,  BC  2ni5 

September  28,  1996 


The  Honorable  Lauri  J.  Fitz-Pegado 
Assistant  Secretary  and  Director  General 
U.S.  and  Foreign  Commercial  Service 
International  Trade  Administration 
Department  of  Commerce 

14th  Street  and  Constitution  Avenue,  N.W. 
Washington,  D.C.   20230 

Dear  Lauri: 

Thank  you  for  taking  the  time  to  answer  the  questions  submitted  by  the 
Subcommittee  on  the  U.S.  Export  Assistance  Center  (USEIAC)  network.   I 
want  to  take  the  time  to  follow  up  on  one  question. 

In  one  of  the  initial  questions,  there  was  an  error  in  fact,  which  you 
accurately  pointed  out.   However,  I  believe  the  general  thrust  of  the 
original  question  is  still  valid. 

You  claimed  that  "export  actions"  by  the  U.S.  S  Foreign  Commercial 
Service  (USSFCS)  increased  80  percent  while  staff  allocations  within 
USElACs  were  cut  by  20  percent.   According  to  the  President's  FY  1996  and 
1997  budget  requests,  the  International  Trade  Administration  (ITA) 
employed  2,336  Full-Time  Equivalents  (FTEs)  employees  in  1994,  2,328  in 
1995,  2,330  in  1996  and  2,376  are  requested  for  1997.   These  figures 
imply  a  two  year  freeze  and  a  request  for  a  two  percent  increase.   As 
you  well  know,  the  ITA  with  the  Commerce  Department  contains  four 
divisions  --  the  USSFCS,  Trade  Development  (TD)  ,  International  Economic 
Policy  (lEP),  and  Import  Administration  (lA). 

Your  answer  to  the  Subcommittee's  initial  question  pointed  out  that  the 
USSFCS  employed  1,331  people  in  1995  but  dropped  to  1,227  in  1996. 
Because  of  an  ITA-wide  hiring  freeze,  there  were  really  only  1,212  Full 
Time  Equivalents  (FTEs)  in  1996,  which  is  approximately  a  9  percent,  not 
20  percent,  difference. 

Your  letter  further  explains  that  you  are  only  counting  the  domestic 
network  of  approximately  345  FTEs,  of  which  225  are  International  Trade 
Specialists.   Subtracting  the  two  figures,  120  must  be  managing 
International  Trade  Specialists.   In  addition,  your  letter  expands  upon 
the  answe,r.i^o  explain  that  the  USSFCS  started  1995  with  201 
International  Trade  Specialists,  which  by  the  time  of  August,  1995 
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further  dropped  to  183.   From  these  two  figures  (225  staff  allocations 
in  1995  vs.  183  actually  in  the  field  by  August,  1995),  you  roughly 
calculated  your  20  percent  figure.   I  have  a  series  of  follow-up 
questions  to  further  clarify  the  record. 

1)  Please  explain  to  the  Subcommittee  the  difference  between  a 
practicing  and  a  managing  International  Trade  Specialist. 

2)  Please  explain  why  you  excluded  managing  International  Trade 
Specialists  in  the  domestic  field  network  from  the  calculations. 

3)  Why  didn't  you  compare  the  actual  number  of  International  Trade 
Specialists  in  the  field  (201)  in  1995  with  the  actual  number  in  1996 

(183)  as  opposed  to  staff  allocations,  which  contained  24  hoped-to-be- 
filled  vacancies,  in  1995  (225)  with  the  actual  number  in  the  field 

(183)  in  1996?   In  other  words,  are  you  not  using  two  different 
baselines  to  malce  your  20  percent  claim  when  it  is  in  fact  only  a  9 
percent  difference  in  real  personnel  out  in  the  field? 

4)  Was  there  any  expansion  of  the  foreign  networjc  of  the  USSFCS  with 
additional  staff  resources  during  this  same  time  period?   Please  give 
the  Subcommittee  the  FTEs  for  the  foreign  networJc.   If  there  was  an 
expansion,  please  explain  the  rational  for  that  decision  in  the  context 
of  the  dwindling  domestic  networ)<. 

5)  If  the  USSFCS  decreased  its  employment  and  the  overall  levels  at  ITA 
were  stable,  then  it  appears  on  the  surface  that  at  least  one  or  all  the 
other  divisions  within  ITA  must  have  increased  personnel  at  the  expense 
of  the  USSFCS  domestic  field  network. 

a)  Is  that  an  accurate  impression? 

b)  Please  provide  the  Subcommittee  with  the  employment  levels  (FTEs) 
at  TD,  lEP,  and  lA  for  each  of  the  last  three  years.   Please  further 
separate  between  field  and  headquarters-based  staff  if  appropriate.   The 
Subcommittee  wishes  to  examine  how  many  FTEs  in  each  of  these  other 
divisions  of  ITA  are  in  the  field  or  are  Washington-based. 

c)  If  there  were  increases  in  FTEs  at  the  other  divisions  of  ITA, 
please  explain  the  rational  for  those  decisions  in  the  context  of  a 
smaller  USSFCS. 

Thank  you  for  taking  the  time  to  answer  these  additional  questions  for 
the  record.   Please  respond  by  October  25,  1996. 


Donald  A.  Manzu 
Chairman 
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UNITED  STATES  DEPARTMENT  OF  COMMERCE 
International  Trade  Administration 

Washington  DC  20230 


November  1,  19% 

The  Honorable  Donald  A.  Manzullo 

Chairman,  Subcommittee  on  Procurement,  Exports 

and  Business  Opportunities 
Committee  on  Small  Business 
House  of  Representatives 
Washington,  DC  20515 

Dear  Mr.  Chairman: 

I  appreciate  your  continued  interest  in  the  Commercial  Service  and  your  desire  to  develop  a 
clearer  understanding  of  the  resources  we  have  at  our  disp)osal,  and  I  af>ologize  for  the  delay  in 
getting  this  response  to  you.   In  the  Commercial  Service  we  understand  the  budgetary 
pressures  that  agencies  throughout  govenmient  currently  face,  and  we  have  tried  to  modernize, 
streamline  and  generally  improve  our  services  to  make  up  for  stagnant  resources.   In  the  long 
run,  however,  nothing  can  replace  the  hands-on  assistance  that  our  commercial  experts  provide 
to  American  businesses  through  our  offices  in  the  domestic  and  overseas  fields. 


I  hope  that  the  attached  response  answers  your  questions  about  our  staffing  levels  in  the 
Commercial  Service,  as  well  as  those  in  other  parts  of  the  International  Trade  Administration. 
As  always,  I  welcome  any  further  questions  you  have  about  the  Export  Assistance  Centers  or 
any  of  our  other  programs. 


ncerely. 


li  ^-^  J  -y-i 
ilri  J.  Fitz-Fegado 


L^ff'y^^^ 
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RESPOSSES  TO  QUESTIONS  FROM  CHAIRMAN  MANZULLO 


I)  Please  explain  to  the  Subcommittee  the  difference  between  a  practicing  and  a  managing 
International  Trade  Specialist. 

I  apologize  for  any  confusion  caused  by  my  previous  reference  to  "managing"  and  "practicing" 
international  trade  specialists.   I  used  these  terms  to  differentiate  between  those  international 
trade  specialists  who  spend  100%  of  their  time  working  with  business  clients  to  generate 
export  actions  and  those  who  serve  either  as  managers  or  as  support  staff.   We  currently  have 
183  non-supervisory  or  "practicing"  international  trade  specialists.   We  also  have  123  FTE 
that  we  previously  categorized  as  "managing"  international  trade  specialists.    In  fact,  this 
number  consists  of  the  following: 

•  34  senior  managers  in  the  domestic  field,  including  four  regional  directors,  14 
USEAC  directors  and  16  Directors  of  our  larger  District  EACs.   With  the  exception  of 
the  four  regional  directors,  these  supervisors  are  required  to  maintain  client  lists  and 
generate  export  actions,  at  least  50%  of  the  level  required  for  the  individual  non- 
supervisory  trade  specialists  under  their  supervision. 

•  55  trade  assistants  and  trade  reference  assistants  who  provide  administrative  and 
program  support,  including  market  research,  trade  event  support  and  data  analysis,  to 
the  ninety  Export  Assistance  Centers  nationwide. 

•  19  administratlTe  staff  in  the  four  regional  offices  who  deal  with  personnel,  admin 
and  budgetary  issues  for  each  region. 

•  15  headquarters  staff  who  are  involved  in  management  and  program  development. 
Since  FY  1994  we  have  reduced  the  headquarters  staff  by  46%  from  28  FTE  to  the 
current  level,  shifting  most  of  those  FTE  to  our  domestic  field  operations. 


2)  Please  explain  why  you  excluded  managing  International  Trade  Specialists  in  the 
domestic  field  network  fi-om  the  previous  calculations. 

While  many  of  our  supervisory  trade  specialists  work  directly  with  clients  to  generate  export 
actions,  they  do  so  as  a  complement  to  their  primary  duties  as  managers.   Our  support  staff, 
who  were  originally  grouped  under  the  term  "managing"  trade  specialists,  perform  little  of  the 
direct  counseling  that  generates  export  actions.  Given  the  limited  counseling  role  these  two 
groups  have,  we  felt  that  the  non-supervisory  trade  specialists,  those  who  dedicate  100%  of 
their  time  to  client  counseling,  served  as  the  best  benchmark  for  assessing  our  effectiveness  in 
terms  of  export  actions. 
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3)  Why  didn  't  you  compare  the  actual  number  of  International  Trade  Specialists  in  the  field 
(201)  in  1995  with  the  actual  number  in  1996  (183)  as  opposed  to  staff  allocations  (225), 
which  contained  24  hoped-to-be-filled  vacancies?  In  other  words,  are  you  not  using  two 
different  baselines  to  make  your  20  percent  claim  when  it  is  in  fact  only  a  9  percent 
difference  in  real  personnel  out  in  the  field? 

In  FY  1995  we  had  201  FTE  on  board  in  non-supervisory  International  Trade  Specialist 
positions,  1 1  %  below  our  programmed  level  of  225.   In  FY  1996  we  had  183  FTE  on  board  in 
non-supervisory  International  Trade  Specialist  positions,  19%  below  our  programmed  level  of 
225.      You  are  correct  in  noting  that  our  actual  numbers  only  dropped  by  approximately  9%, 
but  given  the  fact  that  we  opened  nearly  twenty  new  offices  during  that  time,  we  felt  it 
important  to  highlight  the  fact  that  we  have  achieved  increased  production  while  operating  at 
nearly  20%  below  the  staff  levels  it  was  determined  we  needed  to  adequately  staff  this 
expanded  network. 

4)  Was  there  any  expansion  of  the  foreign  network  of  the  US&FCS  with  additional  staff 
resources  during  this  same  time  period  (FY  1995  -  96)?  Please  give  the  Subcommittee  the 
FTE  for  the  foreign  network.   If  there  was  an  expansion,  please  explain  the  rational  for  that 
decision  in  the  context  of  the  dwindling  domestic  network. 

American  Foreign  Service  Officers  (FSOs)  and  Secretaries,  Foreign  Service  Nationals  (FSNs), 
and  part-time  intermittent  or  temporary  direct  hires  (PIT  appointments)  utilize  FTE  overseas. 
Currently  there  are  approximately  707  FTE  in  overseas  positions.  This  is  down  by  103  FTE 
since  the  total  overseas  PTE  levels  peaked  in  January  1995.  The  reductions  occurred  in  the 
FSN  and  PIT  FTE  levels.  The  FSN  level  is  down  by  63  FTE,  and  we  have  terminated  all  44 
PIT  appointments.   Foreign  Service  Officer  and  American  Secretary  FTE  have  increased  by 
four.   We  have  been  able  to  offset  some  of  these  losses  through  the  increased  use  of  Personal 
Services  Contractors.  Although  this  mechanism  is  not  as  desireable  as  permanent  hires,  it 
does  allow  us  to  compensate  somewhat  for  the  loss  of  permanent  positions. 

Although  there  is  considerable  downward  pressure  on  FTE,  the  foreign  network  continues  its 
effort  to  build-up  its  American  officer  corps  in  response  to  the  importance  placed  on 
developing  our  market  positions  in  the  Big  Emerging  Markets.  We  have  established  and  are 
filling  14  new  American  officer  positions,  as  follows:   China  (7),  Vietnam  (2),  Indonesia  (1), 
Brazil  (2),  Mexico  (1)  and  Argentina  (1).  The  FTE  for  these  additional  positions  have  been 
drawn  from  elsewhere  in  the  overseas  field. 
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5)  If  the  US&FCS  decreased  Us  employment  and  the  overall  levels  at  ITA  were  stable,  then 
it  appears  on  the  surface  that  at  least  one  or  all  the  other  divisions  within  ITA  must  have 
increased  personnel  at  the  expense  of  the  US&FCS  domestic  field  network. 

a)  Is  that  an  accurate  impression? 

This  is  not  an  accurate  impression.   As  indicated  in  the  tables  below,  both  authorized  and 
actual  FTE  levels  have  been  declining  in  the  other  ITA  units.    Between  FY  1994  and 
FY  1996,  the  authorized  FTE  for  TD  fell  by  6  (1.5%),  lEP  by  18  (8.45  %),  and  lA  by  11 
(3.37%).   During  the  same  time,  the  actual  FTE  levels  have  dropped  even  further:  TD  has 
declined  by  29  (7.13%),  ffiPby  20  (9.7%),  and  lA  by  40  (13.7%), 

While  US&FCS  authorized  FTE  actually  increased  from  the  FY  1994  level  of  1,266  to  the  FY 
1996  level  of  1,281,  US&FCS'  actual  FTE  declined  by  78  (6.03%)  over  that  time  from  1,294 
to  1,216.   Authorized  and  actual  FTE  for  US&FCS  declined  much  more  precipitously  between 
FY  1995  and  FY  1996.   Our  authorized  FTE  dropped  from  1,331  in  FY  1995  to  1,281  in  FY 
1996,  and  our  acutal  FTE  fell  by  118  (8.8%)  from  1,334  to  1,216  during  that  time. 

Due  to  the  November  1994  hiring  freeze,  it  became  impossible  to  hire  staff  from  outside  of  the 
US&FCS  to  fill  domestic  and  overseas  field  office  positions.   Staff  was  transferred  from 
US&FCS  Headquarters  in  Washington,  DC  to  the  field.  In  fact,  between  FY  1994  and  FY 
1996,  28  staff  members  were  permanently  transferred  to  domestic  and  overseas  field  offices. 


b)  Please  provide  the  Subcommittee  with  the  employment  levels  (FTE)  at  TD,  lEP,  and  lA 
for  each  of  the  last  three  years.   Please  further  separate  between  field  and  headquarters- 
based  staff  if  appropriate.     The  Subcommittee  wishes  to  examine  how  many  FTE  in  each  of 
these  other  divisions  of  ITA  are  in  the  field  or  are  Washington-based. 

The  following  chart  shows  both  authorized  and  actual  FTE  from  FY  1994  to  1996. 

c)  If  there  were  increases  in  FTE  at  the  other  divisions  of  ITA,  please  explain  the  rational 
for  those  decisions  in  the  context  of  a  smaller  US&FCS. 

There  were  no  increases  in  authorized  or  acmal  FTE  for  ITA  units  between  FY  1994  and  FY 
1996. 
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Trade  Development  (TD)  -  FTE  History 


Fiscal  Year 

Authorized  FTE 

Actual  FTE 

Field  (Actual) 

Wash,  DC-Bavd  (Actual) 

1994 

410 

407 

-0- 

407 

1995 

404 

391 

-0- 

391 

1996 

404 

378 

-0- 

378 

International  Economic  Policy  (lEP)  -  tit  History 

Fiscal  Year 

Authorized  FTE 

Actual  FTE 

Field  (Actual) 

Wash,  DC-Based  (Actual) 

1994 

213 

207 

-0- 

207 

1995 

198 

202 

-0- 

202 

1996 

195 

187 

-0- 

187 

Import  Administration  (lA)  -  HE  History 

Fiscal  Year 

Authorized  FTE 

Actual  FTE 

Field  (Actual) 

Wash,  DC-Based  (Actual) 

1994 

299 

293 

-0- 

293 

1995 

305 

275 

-0- 

275 

1996 

288 

253 

-0- 

253 
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DONALD  A.  MAN2ULL0  EVA  CLAYTON,  Nobtw  Carouna 

Chairman  Ranking  Minority  Member 

dongrcBS  of  the  Bnited  (States 

tlouBeofReprtBcntatiDCB 

iiHdi  Congrtss 
Committee  on  3mall  jBusiness 

^obconimitTtr  on  ^cumnmt,  £i{)oru.  and  JSoBincss  Opportnninu 

B-W5  RaobDm  fionst  Gffitt  Boildmg 

iDajInngton,  6C  2051; 

August  20,  1996 


James  P.  Morris 

Regional  Director  of  the  Southeast  Office 

Export-Import  Bank  of  the  United  States 

Post  Office  Box  590570 

Miami,  FL  33159 

Dear  Jim: 

Thank  you  for  taking  the  time  out  of  your  busy  schedule  on  July  25  to  give  the  Subcommittee  an 
"insiders"  look  into  the  perspective  of  the  Export-Import  Bank  of  the  United  States  (Ex-Im)  at 
the  Miami  U.S.  Export  Assistance  Center  (USE AC).  I  want  to  commend  you  and  the  rest  of  the 
Miami  USE  AC  office  on  your  work  in  moving  the  direction  of  the  delivery  of  federal  export 
assistance  programs  toward  a  more  seamless  web.  As  everyone  at  the  hearing  recognized, 
services  to  our  nation's  exporters  have  been  enhanced 

I  wanted  to  follow-up  on  my  initial  inquiry,  mostly  directed  to  Ms  Mary  Joyce  of  the  Small 
Business  Administration  in  Chicago  but  also  open  to  you,  at  the  hearing  where  I  asked  those  who 
work  at  the  USEACs  to  come  up  with  a  list  of  items  you  need  to  help  you  do  your  job  better.  I 
hope  that  you  had  some  time  to  think  about  this,  and  please  send  me  your  thoughts  on  this  topic. 

Others  testified  at  the  hearing  about  changing  staff  performance  evaluations  and  instituting  a 
unified  customer  and  an  expenditure  tracking  system    Do  you  believe  these  reforms  will  produce 
measurable  results  in  terms  of  solidifying  the  federal  export  promotion  programs  even  further  at 
the  Miami  USEAC?    Does  the  Miami  USE  AC  already  have  the  Lotus  Notes  system''  If  not, 
when  is  it  planned  that  the  Miami  USEAC  procures  this  system''  Do  you  think  this  software 
system  will  help  your  efforts,  noting  that  Ex-Im  initially  "strongly  recommended  its  Goldmine 
system  as  a  viable  alternative,"  according  Ms.  Lauri  Fitz-Pegado's  statement? 
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In  addition,  the  Inspector  General  (IG)  of  the  Commerce  Department  listed  some  site-specific 
concerns  at  the  four  pilot  USEACs.  Regarding  Miami,  the  IG  commented  that  the  Miami 
USEAC  director  runs  the  site  on  a  consensus  management  basis,  where  the  IG  "did  not  get  the 
feeling  that  the  site  director  is  the  clear  authority  for  the  USEAC"  Do  you  feel  this  is  a  fair  or 
accurate  statement  of  the  current  situation?  In  your  opinion,  is  the  consensus  management  style  a 
problem? 

Finally,  if  you  have  any  further  thoughts  that  you  would  like  to  add  to  the  formal  hearing  record 
either  from  you  or  other  individuals  who  work  at  the  Miami  USEAC,  please  feel  free  to  send 
along  any  written  statements  or  enclosures  to  the  address  on  the  letterhead.  Please  respond  by 
September  20,  1996. 


Sincerely,  ^f^ 


oc^4 


^-^ 


Donald  A.  Manzullo 
Chairman 


'  Inspection  Report  No.  IPE-7130,  "US  Export  Assistance  Centers  Offer  Reason  for 
Optimism,  but  May  Fall  Short  of  Expectations,"  Office  of  Inspector  General,  US  Department  of 
Commerce,  March,  1996,  p.  23. 
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ExpoRi-lMi'ORT  Bank 
OF  THE  United  States 


September  27,  1996 


The  Honorable  Donald  Manzullo 

Chairman,  Committee  on  Small  Business 

Subcommittee  on  Procurement,  Exports  and  Business  Opportunities 

B-363  Raybum  House  Office  Building 

Washington,  DC  20515 

Chairman  Manzullo: 

Thank  you  for  your  kind  letter  of  August  20  regarding  my  testimony  at  your  hearing  on 
the  U.S.  Export  Assistance  Centers  (USEACs).  I  also  appreciate  your  solicitation  of  my  input 
for  ideas  that  would  help  make  those  of  us  who  work  in  USEACs  do  our  jobs  better    Please 
find  below  a  list  of  some  suggestions  and  my  thoughts  on  each 

1 .  Staff  Performance  Evaluations  :  Performance  Appraisals  should  be  evaluated  by  all 
of  the  agencies  staffing  the  various  USEACs  Currently  we  are  in  the  process  of  setting  up  a 
system  in  which  other  agency  staff  can  provide  input  for  employee  evaluations 

2.  Unified  Customer/Expenditure  Tracking  Systems;  Customer  tracking  is  now  being 
done  manually  while  budgetary  expenditures  are  being  followed  by  the  individual  agencies 
under  their  own  systems.  It  is  quite  worthwhile  to  pursue  an  automated  system  to  track 
customers  and  a  consolidated  budget  system  to  follow  USEAC  expenses.  The  USEAC 
agencies  have  assigned  technical  specialists  to  evaluate  alternate  systems    Because  of  the 
nature  of  Ex-Im  Bank's  business,  we  are  requiring  that  the  customer  tracking  system  protect 
the  confidentiality  of  information  submitted  by  our  customers. 

3.  Training  :  All  personnel  assigned  to  the  four  original  USEACs  attended  an  intensive 
two-week  seminar  on  each  of  the  various  agency  export  programs.  Because  of  staff  turnover, 
many  of  the  new  staffers  are  unfamiliar  with  the  current  array  of  programs.  In  the  short  term, 
another  one  or  two-week  training  session  needs  to  be  scheduled,  while  a  permanent  training 
program  needs  to  be  developed  for  the  long  term  Such  a  program  will  better  enable  USEAC 
staff  to  fulfill  the  needs  of  our  current  and  future  customers. 
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Chairman  Manzullo 

Page  2 

September  27,  1996 

4,  Management  style  in  Miami  :  The  consensus  management  style  works  well  in  the 

Miami  USEAC  It  provides  the  necessary  flexibility  needed  to  run  an  organization  containing 
staff  from  several  entirely  separate  agencies  Consensus  management  combines  the  talents  of 
our  various  agency  professionals  so  that  better  outreach  and  customer  service  can  be  achieved. 

Once  again  Chairman  Manzullo,  thank  you  for  your  interest  in  the  USEAC  program    As 
Ex-Im  Bank's  Regional  Director  in  the  Miami  USEAC,  I  appreciate  the  opportunity  to 
comment  on  issues  concerning  the  USEAC  system  in  general  and  the  Miami  office  in 
particular.  Should  you  have  any  more  questions,  please  do  not  hesitate  to  contact  me  or 
Ex-Im  Bank's  Congressional  and  External  Affairs  Office  at  (202)565-3230 

Sincerely, 


Jynes  P.  Morris 
Regional  Director 


DONALD  A  MANZULLO 


218 


Congress  of  the  Bnited  States 

tlousE  of 'RxpraEntatioeB 

iMtti  CongrtsB 
Commimt  on  ^mall  JSusincss 

^bcommitttt  on  ^rattmnit,  £iporu,  and  Basintsj  ©ppomimna 

)B-Vp3  113560111  fiooBt  Office  Boilding 

Wahmgnm,  B£  io5ii 

August  20,  1996 


Mary  N.Joyce 

International  Trade  Specialist 

US  Small  Business  Administration 

Suite  2440 

55  West  Monroe  Street 

Chicago,  IL  60603 

Dear  Mar>': 

Thank  you  for  taking  the  time  out  of  vour  busy  schedule  on  July  25  to  give  the  Subcommittee  an  "msiders" 
look  into  the  perspective  of  the  Small  Business  Administration  (SBA)  at  the  Chicago  US.  Export  Assistance 
Center  (USEAC).  1  want  to  commend  you  and  the  rest  of  the  Chicago  USEAC  office  on  your  work  m  moving 
the  direction  of  the  delivery  of  federal  export  assistance  programs  toward  a  more  seamless  web.  As  everyone 
at  the  heanng  recognized,  services  to  our  nation's  exporters  have  been  enhanced 

I  wanted  to  follow-up  on  mv  initial  inquiry  to  you  at  the  hearing  where  1  asked  you  to  come  up  with  a  list  of 
items  you  need  to  help  you  do  your  job  better  1  hope  that  you  had  some  time  to  think  about  this,  and  please 
send  me  your  thoughts  on  this  topic 

Others  testified  at  the  heanng  about  changing  staff  performance  evaluations  and  mstituting  a  unified 
customer  and  an  expenditure  tracking  s>stem   Do  you  believe  these  reforms  will  produce  measurable  results 
in  terms  of  solidifying  the  federal  export  promotion  programs  even  further  at  the  Chicago  USEAC?   Does 
the  Chicago  USEAC  already  have  the  Lotus  Notes  system?  If  not,  would  that  software  package  help  you  do 
your  job  better? 

Finally  if  you  have  any  further  thoughts  that  you  would  like  to  add  to  the  formal  heanng  record  either  from 
you  or  other  individuals  who  work  at  the  Chicago  USEAC,  please  feel  free  to  send  along  any  wntten 
statements  or  enclosures  to  the  address  on  the  letterhead   Please  respond  by  September  20,  1996 

Sincerelv 


Donald  A.  Manzullo 
Chairman 
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Xerox  Center 

55  West  Monroe  Streef 

Suite  i'WO  ^^^^        TEL  (312)  353-8040 

Chicago,  Illinois  60603     ^^rr^       FAX:  (312)  353-8098 


October  3,  1996  A^^ 


US' 
(POR 

CENTER 


Honorable  Donald  A  Manzuilo 

Chairman 

Subcommittee  on  Procurement,  Exports  and  Business  Opportunities 

Committee  on  Small  Business 

B-305  Rayburn  House  Office  Building 

Washington,  DC    20515 

Dear  Chairman  Manzuilo 

Thank  you  for  the  opportunity  to  testify  before  the  Subcommittee  about  the  Small  Business 
Administration's  (SBA)  role  at  the  Chicago  US  Export  Assistance  Center  (USEAC)     In 
response  to  your  follow-up  letter  to  the  hearing  requesting  USEAC  needs,  the  SBA  continues  to 
be  fiilly  committed  to  the  USEAC  network  and  the  services  it  provides    Thank  you  for  the  vote 
of  confidence  in  the  USEAC  project  expressed  at  the  hearing 

We  at  the  USEACs  ask  for  your  continued  support  for  this  network  of  export  services  particularly 
pertaining  to  full  flinding  for  the  program    SBA's  budget  submission  to  the  Congress  for  this 
program  was  $3  106  million  which  includes  salaries  and  benefits  for  USEAC  personnel    In  the 
recently  passed  Omnibus  Appropriations  Act  for  Fiscal  Year  1997,  the  appropriation  for  SBA's 
USEAC  program  was  $2  5  million,  well  short  of  the  amount  requested    We  look  forward  to 
working  with  you  in  the  next  Congress  to  ensure  this  vital  export  network  of  services  will  receive 
adequate  fianding  to  enable  its  continuation 

The  SBA  has  been  an  active  partner  in  the  Trade  Promotion  Coordinating  Committee's  (TPCC) 
efforts  over  the  past  four  years  to  improve  services  and  programs  to  assist  small  business 
exporters    This  year,  the  SBA  contributed  to  the  1996  TPCC  National  Export  Strategy  Report  to 
Congress,  "Toward  the  Next  American  Century,  A  US  Strategic  Response  to  Foreign 
Competitive  Practices''  particularly  with  regard  to  export  finance  for  small  businesses    Although  a 
copy  of  the  report  will  be  forwarded  to  you  within  the  next  week,  I  would  like  to  share  with  you 
now  some  of  the  accomplishments  and  initiatives  for  small  business  exporters  contained  in  the 
report 

A  major  highlight  of  this  year's  report  is  a  chapter  dedicated  to  small  business    This  chapter 
focuses  on  the  accomplishments  of  the  TPCC-member  agencies  in  improving  their  programs  for 
small  businesses    The  SBA  worked  diligently  with  other  TPCC  agencies,  particularly  the 
Department  of  Commerce  and  the  Export-Import  Bank,  to  improve  the  delivery  of  trade  finance 
to  small  business  exporters    This  was  accomplished  through  the  harmonized  Export  Working 
Capital  Program  of  SBA  and  the  Export-Import  Bank  and  the  establishment  of  the  U  S  Export 
Assistance  Center  network. 
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In  particular,  we  would  like  to  bring  to  your  attention  a  refinement  of  the  Export  Working  Capital 
Program  (EWCP)  mentioned  in  the  small  business  chapter    In  consultation  with  you,  the  staff  of 
the  House  Small  Business  Committee  and  other  interested  members  and  staff,  SBA  plans  to 
develop  this  EWCP  refinement  which  would  enable  commercial  lenders  without  in-house 
international  trade  expertise  the  ability  to  make  export  loans  to  their  small  business  customers 
Using  this  new  tool,  lenders  will  not  need  extensive  experience  with  export  financing  or 
international  trade  to  make  loans  to  small  businesses    In  its  final  form  this  new  tool  will  be  made 
available  electronically  to  thousands  of  lenders  across  the  country,  particularly  those  already 
participating  in  SBA's  7(a)  program    In  addition,  this  program  would  reduce  loan  processing 
turnaround  time  and  significantly  reduce  paperwork. 

The  SBA  is  committed  to  continued  progress  in  improving  access  to  capital  for  small  business 
exporters    We  look  forward  to  working  with  you  on  this  new  project  and  are  available  to  meet 
with  you  and  your  staff  at  your  convenience    We  appreciate  your  support  for  USE  AC  resource 
needs  and  are  gratefijl  for  your  interest  in  the  Chicago  USEAC  and  the  USEACs  nationwide 
Thank  you  again  for  your  sincere  interest  in  supporting  our  efforts  to  help  more  small  businesses 
export 


Mar/N  Joyce 

Senior  International  Trade  &  Finance  Specialist 
US.  Small  Business  Administration 
Chicago  US.  Export  Assistance  Center 
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Rockford  Register  Star,  July  1^,  1996 


Export  business  gets  easier 


■With  grand  opening: 

The  Export  Asastance 
Center  wiD  help  area  finns 
get  help  from  local  and  na- 
tional  servdces. 

■yOBORCBEnEBRAUN 

ROCKFORD  —  Are*  companies 
abouM  find  it  «*sieT  to  start  exporting 
now  that  federal  and  local  aervices 
haw  been  ccmfained  to  offer  one-stop 
ahrpping. 

But  chaJkoges  remain  for  manu- 
tactuma  eager  to  increase  their  ex- 
port buaineaB,  U.S.  Rep.  Don  Manzul- 
fe,  R£gin,  aaid  Monday  at  the  graod 
opening  of  the  Rocklbrd  District  Ex- 
portAiastanoe  Center. 

-  For  example,  local  manufacturers 
that  supDly  Catespillar  fate  wiU  kiae 
out  if  fedovl  loan  guarantees  dont 
soon  make  Am  way  to  the  Feoria- 
based  company  for  a  China  dam  pro- 
ject, .^{anzullo  said.  The  $30  billion 
hydroelectric  project  is  the  Ui^gest  in 
history,  be  said. 

In  May,  the  E^xport-hnpoft  Bank 
said  it  wouldn't  make  loaja  guaran- 
tees because  eDviiTXUDental  conoerus 
hadst  been  answered.  Manzullo  said 
if  the  bank  doeait  act  again  in  (avor 


of  the  prcject  by  Labor  Day,  "US.  ex- 
portxn  wUl  have  bttle  orno  chance  at 
winning  any  contncts  because  of  the 
heavy  involvement  of  otho-  nations." 

Bei-gstrom  Manufacturing  Co.  of 
Boddbrd  makes  ventilating  parts 
and  TC  Industries  in  Crystal  Lake 
makes  bUde  tips  for  Caterpillar's 
earth-moving  equipment 

Of  nearly  1,000  local  manufactur- 
ers. 30  percent  export  Area  exports 
increased  18  percent  between  1993 
and  1994,  according  to  the  latest 
available  VS.  Department  of  Com- 
merce figures. 

Despite  export  difficulties,  Man- 
zullo said  government  and  business 
need  to  oootinue  to  wotk  together  to 
open  markets  that  wiD  pcxyvide  better 
joba. 

Groups  such  as  the  Rockford  Local 
Develq)ment  Corp.,  a  pubiic^vate 
partnership,  is  pak  of  die  export  net- 
work being  tied  ckaer  together 
through  the  expert  aaairtanoe  center 

One  of  the  ser«ioeB  the  develop- 
ment oorporataoD  provides  is  to  help 
small-  to  medium-aiied  exporting 
compaoieB  get  kMns  thc^  couldn\  ob- 
tain ttinragh  oooventianal  banks  be- 
cause their  risk  is  too  high. 

*We  help  them  put  together  finan- 
cial packages  ior  equipment  or  to 


Export  AflsistMicc 

■  IMtab  Export  and  trade  ^ 
name  ser>*ies  of  U.S.  Depart- 
ment of  Oomvem,  the  Smal 
Business  MministTaOon,  the  Ex- 
pon-lmpon  Bank  and  local  ser- 
vices, such  as  the  RocMord 
Local  Oevelopmem  Corp. 

■  WttMra:  515  N.  Court  St,  at 
the  Rockford  Area  Chamter  cff 
Commerce  and  Counci  of  100 
offioe. 

B  Mora  bAnmbOK  Call 
James  Mied,  drector.  or  Denise 
Wood,  the  councTs  irrtemational 
trade  speciatst  at  967-8123. 


supplement"  other  loans,  said  Sen- 
ders Howse,  executive  director  of  the 
group. 

Exporting  win  be  a  highlight  today 
in  WaahingtoQ,  with  ttie  House  of 
Representativea  expected  to  pass  a 
rewritten  Export  AamuBsbvtaon  Act, 
the  main  legislation  that  governs  ex- 
port laws.  Tne  Senate  is  considering 
a  similar  version. 
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Federal  export  assistance  programs 
are  improving,  GAO  report  says 

er   asencv  urves         expon    assistance    centers    ap-      to    recommend   the 


•  However,  agency  urges 
more  teamwork  between 
centers  and  a  better 
client- tracking  system. 

lOOINAL  OF  COMMEICE  STAFF 

WASHINGTON  —  The  U.S. 
government  is  improving  its  ex- 
port assistance  to  small  and 
midsized  companies,  but  more 
remains  to  be  done,  government 
insp)ectors  told  Congress  last 
week. 

The  General  Accounting  Of- 
fice, an  independent  agency 
that  tracks  federal  programs, 
reported  that  the  government's 


expon  assistance  centers  ap- 
pear to  be  giving  U.S.  exporters 
"substantially  increased  access 
to  the  full  range  of  federal  ex- 
port promotion  services." 

The  centers,  first  established 
in  January  1994  and  now  operat- 
ing in  15  cities,  are  jointly  staf- 
fed by  Commerce  Etepartment, 
Small  Business  Administration 
and  Export-ImfKjrt  Bank  repre- 
sentatives. These  "one-stop- 
shops"  advise  U.S.  exporters  on 
all  U.S.  government  export  pro- 
motion and  finance  services. 

But,  the  GAO  found,  center 
officials  "did  not  consistently 
work  as  a  team .  .  .  Individuals 
at  certain  centers  were  reluctant 


recommend  the  services  of 
another  agency .  .  .  because  they 
were  unfamiliar  with  that  agen- 
cy's performance." 

The    GAO    also    faulted    the 


The  centers  appear  to  be 

giving  U.S.  exporters 

'substantially  increased  access 

to  the  full  range  of  federal 

export  promotion  services. ' 

GAO  report 


centers  for  lacking  an  integrated, 
computer-based  client-tracking 
system,  to  assure  that  exporters 
receive  the  senlces  they  need. 
Conunerce  has  one  system  for 
tracking  clients;  the  SBA  and  Ex- 
Im  Bank  have  others.  Flawed  ac- 
counting systems  further  hamper 
operations,  the  GAO  said 

The  Commerce  Department's 
Office  of  the  Inspeaor  General 
told  Congress  that  the  centers 
had  gotten  off  to  a  somewhat 
rocky  start  given  inadequate  re- 
sources, poor  training  of  staff 
and  management  gaps.  Bia  it 
cited  "moderate  progress"'  in 
overcoming  those  problems. 

Commerce,  the  SBA  and  Ex- 
Im  Bank  are  responding  to  the 
GAO's  and  Inspeaor  General's 
findings  by  creating,  among  oth- 
er things,  an  accounting  system 
and  exporter-tracking  system  for 
the  centers,  a  Commerce  official 
said.  The  centers  are  facilitating 
a  sharply  higher  number  of  ex- 
port sales,  she  said. 
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ENTERPRISE 


Small  Companies^ Drive  to  Boost  Exports 
Has  Created  New  Jobs,  Survey  Says 

Sammy  Maddox.  president  of  the  com- 
pany. In  the  last  three  years,  he  says,  the 
company  increased  its  factory  work  force 
25%  to  135.  largely  due  to  its  rise  in  exports. 

Premluin  Prices  on  Products 

Many  small  manufacturers  may  also 
see  higher  profits  as  a  result  of  their  sales 
to  foreign  markets,  suggests  Christioe 
Sorg,  international  development  manager 
at  American  Electrical  Power  Co.,  a  Co- 
lumbus, Ohio,  utility  system  that  sponsors 
a  program  that  assists  small  exporters.  In 
some  new  markets  where  small  U^. 
manufacturers  have  little  competitioo, 
companies  can  charge  premium  fHlces  for 
their  products.  This  more  than  offsets 
costs  associated  with  exporting,  such  as 
tariffs,  she  says. 

As  a  result,  Ms.  Sorg  says,  the  compa- 
nies she  works  with  pay  their  employees 
some  15%  more  than  companies  that  do  not 
export.  And  sales  at  these  small  exporting 
companies  typically  grow  at  a  rate  of  about 
14%  a  year,  compared  with  a  growth  rate  of 
about  2%  to  3%  at  comparable  nonexport- 
ing  concerns.  Ms.  Sorg  adds. 

"The  U.S.  is  a  very  mature  market" 
Mr.  Chipman  of  Grant  Thornton  notes. 
"The  opportunities  for  midsize  manufac- 
turers (to  increase  sales)  are  in  new. 
overseas  markets." 

To  be  sure,  many  small  companies  in 
the  U.S.  don't  export  because  they  lack 
products  that  are  salable  to  foreign  mar- 
kets. But  many  small  manufacturers  sim- 
ply avoid  exporting  because  they  cannot 
afford  to  devote  resources  to  developing 
overseas  markets,  or  fear  the  unknown  of 
dealing  with  foreign  agents  and  distribu- 
tors. According  to  the  Commerce  Depart- 
ment, small  companies  now  generate 
about  30%  of  total  U.S.  export  volume. 

Seasoned  exporters  say  that  as  small 
American  companies  generate  more  sales 
overseas,  the  infrastructure  for  selling  and 
distributing  U.S.  produ'^ts  is  improving. 
For  example,  44%  of  small  and  midsize 
exporters  surveyed  by  Grant  Thornton 
attributed  growth  in  exports  mainly  to 
improved  distribution  channels. 


By  Stephanib  N.  Mehta 

SUiJf  Reporter  of  The  Wall  STmxxT  Jocimai. 

Small  business's  export  drive  is  pajdng 
off  for  companitt,  and  boosting  U.S.  Job 
creation,  a  new  study  shows. 

In  a  survey  to  be  released  today,  50%  of 
small  and  midsize  manufacturers  who  ex- 
port said  their  sales  to  foreign  custnnen 
have  Increased  In  the  last  two  years.  About 
17%  of  the  exporting  manufacturers  sur- 
veyed by  the  accounting  firm  Grant  Thorn- 
ton said  grow^  in  exports  had  prompted 
them  to  hire  new  workers. 

The  survey  looked  at  the  exporting 
activity  of  2S5  manufacturers  with  SIC 
million  to  $500  million  in  annual  sales. 
Numerous  companies  of  this  size  and 
smaUer  have  started  to  export,  or  sharply 
increased  their  export  efforts,  in  recent 
years. 

Small  companies  with  a  stronger  com- 
mitment to  exporting  -  those  with  exports 
accounting  for  at  least  10%  of  annual 
sales  -  were  nwre  likely  to  experience 
growth  in  exports:  Some  76%  of  such 
manufacturers  say  exporting  sales  have 
grown  in  the  last  two  years. 
Forrign  Sales  Beget  Forelgii  Sales 

The  Grant  Tbomtoo  survey  sogfests 
that  once  small  companies  develop  confi- 
dence and  skill  atextaUng,  tbey  are  likely 
to  increase  foreign  iaiec  "Once  ttey  get 
over  the  psydutoglcal  bunUes  aad  get 
their  first  shipments  overseas,  they  can 
start  to  take  advantage  at  foreign  opportu- 
nities," says  Stephen  M.  Chipman,  a  direc- 
tor of  international  services  for  Grant 
Thoniton. 

Maddox  Metal  Works  Inc.,  a  Dallas 
manufacturer  of  equipment  used  in  snack- 
food  processing,  says  exports  now  account 
for  about  65%  of  the  company's  $18  million 
in  annual  sales.  Five  years  ago,  exports 
accounted  for  about  45%  of  annual  sales, 
which  totaled  $10  milUoo.  The  company 
says  It  has  increased  foreign  sales  through 
repeat  business  to  foreign  companies  that 
are  expanding  snackfood  operations,  and 
has  also  entered  new  markets,  such  as 
Brazil.  Peru.  Hungary  and  China. 

'We're  seeing  a  lot  of  growth."  says 
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